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Railroads and the Capital Markets 


By CuHarues L. BeramMann * 


Twenty-five and more years ago the railroad industry was a prime 
favorite with investors. Today it ranks among the more lowly in their 
esteem. Yet in the intervening years, the industry’s property investment 
and gross revenues have increased, and its debt and fixed charge burden 
has been reduced. Moreover, it continues to be an indispensable adjunct 
to the nation’s economy in spite of the spectacular rise of new forms 
of transportation. 

Investor prejudice first became apparent in the depression years of 
the 1930 decade. It was in this period that a third of the nation’s rail- 
road mileage landed in the bankruptcy courts—a situation brought 
about by sharply reduced traffic volume and a lack of reserves against 
such a contingency. At the same time new and highly competitive 
forms of transportation developed rapidly and made inroads on what 
was formerly exclusive railroad traffic. 

World War II brought about some improvement in the competitive 
position of the industry. Highway, intercoastal and air competition 
labored under restrictions. Railroad traffic volume and earnings in- 
creased sharply. Railroad managements used those earnings to reduce 
their debt. Many railroads were able to refund debt at lower rates of 
interest which hard-pressed managers of investment funds reluctantly 
but necessarily accepted because of a dearth of investment opportunities. 
And last, but by no means least, the prospect of increased dividends 
attracted money to the railroad stock market. 

Unfortunately, investor prejudice, arrested or minimized tempo- 
rarily during World War II, again has become clearly and increasingly 
discernible in the post war period. The expansion of industrial capacity 
required to satisfy the needs of our war-starved civilian economy has 
required tremendous amounts of new capital. Investors again have the 
opportunity to discriminate in their selection of new investments. Dur- 
ing the last three years long term money has cost the railroads from 
\, of 1% to a full 1% more than for other established industries. The 
greatest disparity in borrowing costs occurs in the lower quality rated 
group. This fact assumes special significance when it is realized that 
more than half of all railroad bonds now outstanding are included in 
the below average group. By contrast, less than 5% of the bonds of 
the domestic electric utility companies are so rated. 

Evidence of investor discrimination is also apparent in the market 
for railroad stocks. The shares of many of the strongest companies in 





* Mr. Bergmann is a partner in R. W. Pressprich & Co., New York. This in- 
vestment banking firm is important in the sale of railroad securities, and Mr. 
Bergmann has been associated with it for the past 23 years. He also is in his 
fourth term as chairman of the railroad securities committee of the Investment 
Bankers Association of America. In addition, Mr. Bergmann is on the investor 
panel of the National Cooperative Project of the Transportation Association of 
America and a member of its coordinating committee. 
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the industry sell at lower price-earnings ratios and afford more generous 
income return than the equities of other mature industries. Only a 
very few railroad shares are considered suitable for conservative invest- 
ment portfolios. 

Investor apathy toward railroad investments has far reaching im- 
plications. If the railroads are essential they must keep pace with the 
economy. In order to do this, they must have the wherewithal to ex- 
pand their capacity and to achieve higher levels of efficiency. Neither 
ean be done without expenditures for plant modernization. The funds 
for such purposes can come from only two sources: retained earnings 
or new capital. 

The ability to attract new capital depends basically on earning 
power. Earnings must be adequate to assure a return on the capital 
and, in the case of debt, its ultimate repayment. Thus, current earnings 
are not the sole criterion—the outlook for future earnings is of even 
greater importance. Because the earnings of a large segment of the 
railroad industry are viewed skeptically by investors, the availability 
of new funds is limited. 

It is true that there are some companies so fortunately situated that 
they do not suffer from lack of funds to spend on their property. But 
a substantial part of the industry requires much larger sums for moderni- 
zation than are available to them, either from earnings or from flotation 
of new issues. 

The acquisition of new equipment can be financed by the well-known 
trust certificates or conditional sales contract. But the ability to obtain 
capital in this manner stems from the unique security afforded by such 
financing devices, rather than from the general credit of the borrower. 
This type of financing, limited to the acquisition of equipment and paid 
off over a relatively short term, falls far short of meeting the industry’s 
entire need for ‘‘spending money.’’ 

The question naturally arises, why should the industry have such 
limited access to capital markets? 

First, while railroad earnings appear greater on the basis of the 
historical record, they are far from adequate when weighed against the 
inflation which has been injected into the economy. Today’s net income 
dollars will buy substantially less new equipment and finance fewer 
property improvements than the net income dollars of the war or pre- 
war years. In addition, that portion of such earnings which is put back 
into the property does not create as much additional protection for 
bondholders as a like amount of retained earnings in a pre-inflation 
period. Then too, after the necessary appropriations of net income for 
corporate purposes there is relatively less available for the stockholder 
than formerly, though dollarwise the net may be the same. 

Second, because of the cyclical nature of the industry, there is no 
confidence that current earnings can be maintained. However, concern 
about the cyclical nature of the industry would be lessened if the rail- 
roads were permitted higher earnings during periods of prosperity. 
They could thus off-set the lower earnings of less favorable periods and 
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produce better average results over an extended period. In addition, 
more substantial reserves could be built up to tide them over periods of 
adversity. Unfortunately, this is not possible under present regulatory 
philosophy. 

This philosophy apparently gives much weight to the prospective 
volume of traffic when considering what level of rates should be per- 
mitted. Consequently, during periods of rising costs and increasing 
volume, rates do not keep pace with the cost of producing the transpor- 
tation service and volume is expected to make up the deficiency. This 
would seem to imply that in periods of declining traffic volume, rates 
should be raised in order to produce the required amount of income. 
Obviously this is impracticable. A limited rate of return philosophy 
may be appropriate for a stable or growing monopoly industry, but it 
is not suited to a competitive and highly cyclical industry. 

A further effect prejudicial to security values results from the prac- 
tical workings of the present regulatory philosophy. Because prospec- 
tive volume, for the industry as a whole, is considered in conjunction 
with rate increases, those carriers having greater than average growth 
potentials benefit to a greater degree than those with less than average 
growth prospects. Thus, within the industry there is brought about a 
condition of unequal earnings produced by factors outside of manage- 
ment control. The investment position of the industry can neither be 
established nor maintained so long as a large segment is operating on a 
marginal basis. 

Investors are fearful of the continuing impact of inflationary pres- 
sure on what is fundamentally a high cost industry. In the post-war 
years they have seen railroad earnings deteriorate not from lack of 
traffic volume but because of the lengthy procedures necessary to obtain 
rate increases needed to offset rapidly rising costs. As a result of the 
regulatory procedures it has been estimated that the industry in the 
post-war years lost one billion dollars of revenue while rate cases took 
their regular prescribed course. A reduction in the time lag between 
the impact of higher costs and the granting of compensatory rates is 
imperative if another aspect of investor prejudice is to be minimized. 

It is evident that investors are by no means satisfied with the 
current earnings performance of the railroad industry. They are even 
less confident about what the future has in store. Their uncertainty is 
not based on fears for our economy but rather on whether the railroads’ 
competitive position will deteriorate even further. There is no oppor- 
tunity for the industry to demonstrate that such fears are groundless 
so long as able and aggressive managements are shackled by regulatory 
restraints. 

In conclusion, it may be said that conservative capitalizations and 
a relatively good level of gross earnings over a period of years have not 
been sufficient to attract investment money to railroad securities on a 
broad scale. This is a matter of national concern which is receiving 
increasing recognition. Over the last year a number of proposals have 
been considered to amend the Transportation Act. Several suggest that 
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one of the objectives of transportation regulation should be to establish 
and maintain credit and to attract equity capital. The objective is most 
worthy but it cannot be achieved unless there is adequate understanding 
of the factors which influence investors. In the final analysis, it is they 
who supply the credit and capital to industry in our private enterprise 
system. If the railroads are to continue as a strong component of the 
system, they too must have ready access to capital markets. 

Investor prejudice need not persist if we conceive a national trans- 
portation policy suited to present day conditions. 








ASSOCIATION’S SILVER ANNIVERSARY 


25th Annual Meeting to be held in Boston 
May 19-20, 1954 


In Cooperation with District No. 1 Chapter 
Four |. C. C. Commissioners to Participate in Program 


It is with a distinct sense of pride that we announce the Silver 
Anniversary of the Practitioners Association. Arrangements are being 
completed to hold the 25th Annual Meeting in Boston, Massachusetts, on 
May 19-20, 1954, at the Hotel Sheraton-Plaza. 


Executive Committee Meeting and Dinner 


On the afternoon of the 18th of May, the Executive Committee will 
meet to consider Standing and Special Committee Reports. 

Officers of the Association will meet with the Regional Chapter 
Chairmen at dinner the evening of the 18th to discuss subjects of mutual 
interest to the membership. 


Ist Business Session—Wednesday, May 19 


Giles Morrow, President, will preside at the meeting, which will 
begin at 9:30 A. M., in the Hub Room. 


Address of Welcome 


Robert J. Fletcher, President of District No. 1 Chapter, General 
Solicitor, Railway Express Agency, New York City, will welcome mem- 
bers and guests to the convention. 


Report of President 


The Report of the President will be presented by Giles Morrow, 
President and General Counsel, Freight Forwarders Institute, Wash- 
ington, D. C. 


Nominations Committee Report 


J. L. Burke, Chairman of the Committee on Nominations, who is 
President of the Service Pipe Line Company, Tulsa, Oklahoma, will 
present the new slate of officers to the meeting. 


Forum 


On the first morning, May 19th, a Forum will be held to discuss 
questions on the improvement of administrative procedure. 

Panelists will be: John R. Turney, Moderator, Member of the Law 
Firm of Turney & Turney, Washington, D. C.; Interstate Commerce 
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Commissioners Charles D. Mahaffie, Hugh W. Cross and Anthony F. 
Arpaia; Nuel D. Belnap, Member of the Law Firm of Walter, Burch- 
more & Belnap, Chicago, Illinois; and Louis A. Jaffe, Byrne Professor 
of Administrative Law, Harvard Law School, Cambridge, Massachusetts. 

The topics to be discussed by the panel will be announced in the 
Program of the Annual Meeting, which we expect to forward to our 
members around the 7th of April. 





Group Luncheon 


The Group Luncheon will be held in the Ball Room of the Sheraton- 
Plaza Hotel at 12:30 P. M., May 19th. Mr. James R. MacAnanny, Chair- 
man of the Committee on Arrangements will preside. 

The Toastmaster is the well-known industrialist, Mr. Lawrence F. 
Whittemore, President of Brown Company, Berlin, New Hampshire. 
Mr. Whittemore was formerly President of the New York, New Haven 
& Hartford Railroad, and was a former President of the Federal Re- 
serve Bank of Boston. 

The Guest Speaker is: Honorable Howard Freas, Member, Inter- 
state Commerce Commission. His topic will be: ‘‘The Regulatory 
Process.”’ 





2nd Business Session 


The Second Business Session will be held in the Hub Room of the 
Sheraton-Plaza Hotel at 2:15 P. M. on May 19th, with President Morrow 
presiding. 

There will be a resumption of the Panel Discussion, followed by: 


Committee Reports 


Special Committee on Fees for Services at the I. C. C. by John R. 
Mahoney, Chairman. 

Special Committee on Revision of Rules of Practice of the I. C. C., 
by John R. Turney, Chairman. 

Special Committee on Reorganization of the I. C. C., by Samuel H. 
Moerman, Chairman. 





Reception 


At 6:30 P. M., members and their wives are most cordially invited 
to a Reception sponsored by the Boston & Maine, New York Central and 
New York, New Haven & Hartford Railroads. This function will be 
held in the State Suite of the Sheraton-Plaza. 


Annual Dinner Dance 


The Annual Dinner Dance will be held in the Oval Room at 7:30 
P. M. Music will be furnished by the Sheraton Plaza Orchestra. 
Formal Dress optional. 
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3rd Business Session—Thursday, May 20 


President Giles Morrow will preside at the 3rd Business Session, 
which begins at 9:00 A. M. on May 20 in the Ball Room Foyer of the 
Sheraton-Plaza Hotel. 


Election of Officers for 1954-55 


The first order of business will be the election of officers for the 
year 1954-55. 


A panel of five members and a moderator will discuss how Regula- 
tion of Commerce Can Be Improved. They are: George Pierce Baker, 
Moderator; James J. Hill, Professor of Law, Graduate School of Busi- 
ness Administration, Harvard University, Cambridge, Massachusetts; 
J. L. Burke, President, Service Pipe Line Company, Tulsa, Oklahoma; 
Henry McCarthy, Vice-President, Seatrain Lines, New York City; 
William H. Ott, Jr., General Traffic Manager, Kraft Foods, Chicago, 
Illinois; John B. Prizer, General Counsel, The Pennsylvania Railroad 
Company, Philadelphia, Pennsylvania, and Roland Rice, Member of the 
Law Firm of Rice, Carpenter & Carraway, Washington, D. C. 

Two reports will follow the panel discussion, namely : 

Report, Committee on Budget of I. C. C., by Jonathan Gibson, 
Chairman, Vice-President, Atchison, Topeka and Santa Fe Railway 
Company, Chicago, Illinois. 

Report of Special Committee on Revision of Association’s Consti- 
tution and By-Laws, by Wilbur LaRoe, Jr., Chairman. 


Introduction of Newly Elected President 


After introducing the newly elected President, Mr. Morrow will 
turn the Chair over to him, following which he will make a few remarks. 


New Business will come before the meeting just prior to adjourn- 
ment. 





Entertainment 


The Committee on Arrangements is making elaborate plans for the 
entertainment of members’ wives. A Bus Trip on the morning of May 
19th, through historic Boston and Vicinity, via Bunker Hill, Lexington 
and Concord is being planned. 

On the second afternoon, May 20th, the Boston Pilots’ Association 
is sponsoring a trip around Boston Harbor by boat. 

Members who desire to play golf can do so by notifying the Chair- 
man of the Arrangements Committee, Mr. James R. MacAnanny. It 
is suggested that any member wishing to play golf shall bring his clubs 
along to the meeting. 





I. C. C. PRACTITIONERS’ JOURNAL 











Committee on Arrangements 


James R. MacAnanny, Chairman, 
Freight Traffic Manager, 

Boston & Maine Railroad, 

Boston, Massachusetts. 


William H. Day, Manager, Trans- 
portation Department, Chamber of 
Commerce, Boston, Massachusetts. 


Frank Cushman, Professor of 
Transportation, Northeastern Uni- 
versity, Boston, Massachusetts. 


Francis J. Gill, Traffic Manager, 
Oxford Paper Company, Portland, 
Maine. 


Ronald S. Woodberry, Treasurer, 
New England Motor Rate Bureau 
Ine., Boston, Massachusetts. 


Hotel 


A. H. Ferguson, Manager, Cham- 
ber of Commerce, Providence, R. I. 


Henry E. Foley, Attorney-at-Law, 
10 Postoffice Square, Boston, Massa- 
chusetts. 


Neal J. Holland, General Attorney, 
Boston & Maine Railroad, Boston, 
Massachusetts. 


Oliver C. Peterson, Secretary- 
Manager, New Hampshire Motor 
Rate Bureau, Manchester, N. H. 


Rates 


Hotel rates at the Sheraton Plaza, Boston, are: 


Single room—$5.85 to $11.00. 


Double rooms, double bed—$8.80 to $15.00. 
Double rooms, twin beds—$11.00 to $16.00. 
Suites, parlors and one bedroom—$25.00 to $35.00. 


Please make your reservations early in order to secure the best 


accommodations. 
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REPORT OF THE COMMITTEE ON NOMINATIONS 


The Chairman and members of the Committee on Nominations 
recommend the following persons for election to the various offices of 
the Association of Interstate Commerce Commission Practitioners for 
the year 1954-55: 


James F. Pinkney, Washington, D. C., President. 
Wilbur LaRoe, Jr., Washington, D. C., Treasurer. 
Ford K. Edwards, Washington, D. C., Secretary. 
For the Vice-Presidents, odd-numbered districts: 


District No. 
District No. 
District No. 
District No. 
District No. 
District No. 
District No. 
District No. 





1—Neal J. Holland, Boston, Massachusetts. 
3—Joseph G. Cooper, Bethlehem, Pennsylvania. 
5—David G. MacDonald, Winston-Salem, North Carolina. 
7—H. D. Musick, Kingsport, Tennessee. 
9—John M. Agrey, Bismarck, North Dakota. 
11—R. J. Andress, Tulsa, Oklahoma. 
13—William DeBoer, Denver, Colorado. 
15—Howard A. Dent, The Dalles, Oregon. 
Respectfully submitted, 


J. L. Burke, Chairman 
A. G. ANDERSON, 
Frank C. Brooks, 
Wis L. Buss, 

JOHN F. Maerz, 

Epon Martin, 

Curtis Morrow, 
Wiuiam A. Parsons, 
GrorcE D. Rives. 









Transportation Costs, Value-of-Service 
and Freight Rates 


By Forp K. Epwarps, Director, 
Department of Coal Economics, National Coal Association 
Part | 
FOREWORD 


Cost of services and value of services are so interdependent that the 
effect of the one on the price of the service cannot be fully explained 
without reference to the operation of the other. 

First, a few words on costs. The following sums up a few salient 
items using the Commission’s Cost Section releases for illustration. The 
territorial average out-of-pocket costs reflect the length of the haul, the 
weight of the load, and the type of car with its empty return movement, 
and whether it is carrier-owned or rented on a mileage basis. The figures 
also reflect the cost of the respective movement in way trains and through 
trains. On coal and iron ore some approximate adjustment is made for 
heavier than average tonnage trains. 

The figures do not reflect local grade conditions or the type of loco- 
motive pulling the individual train, nor do they reflect other than the 
territorial average amount of switching received by each type of car at 
origin and destination. However, most rate structures were not con- 
structed to reflect these factors. Where important, as in borderline 
cases, these matters are often looked into by side studies. Supplementary 
formulas or procedures permit added degrees of refinement. Procedures 
employed in recent years by some carriers, notably the Southern Pacific, 
permit a very close tracing of costs by individual trains and by the 
type of power used on each train. 

The Cost Section takes the out-of-pocket costs at 80 per cent of the 
total operating expenses, rents and taxes, plus an allowance for the 
cost of the long-run variable capital investment taken at 4 per cent 
(after income taxes) on all the equipment and about half the road prop- 
erty. These figures are, of course, well above the extreme short term 
‘‘bare bones’’ or ‘‘added car’’ concepts which apparently assume that 
one can always add a car or two to a train without any significant effect 
on the train and yard expenses. 

The long-run rail freight out-of-pocket costs in the aggregate, as 
computed by the Cost Section, run to some two-thirds the rail carriers’ 
total revenue requirements, including the going rate of return and the 
passenger and LCL deficits when they occur. This leaves about one-third 





Editor’s Note: Excerpts of remarks of Dr. Edwards before the Sixth Institute 
of Industrial Transportation and Traffic Management, The American University 
School of Social Sciences and Public Affairs, January 27, 1954. 
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of the aggregate revenue requirements from freight to be apportioned 
as ‘‘burden’’ on a value-of-service basis. 

The term ‘‘fully distributed cost’’ signifies that the constant or 
overhead costs of the carriers, including the passenger and LCL deficits 
when they occur, have been prorated equally among all tons and ton- 
miles of carload traffic without regard to value-of-service elements, and 
added to the out-of-pocket costs of transporting the traffic. The fully 
distributed cost, as the term is here applied to the freight service, rep- 
resents, in effect, a rate-making ‘‘dead center’’ in that it assumes that 
each shipment makes the statistical average ton and ton-mile contribu- 
tion to burden realized from all carload freight traffic in the period 
studies. As will be later demonstrated, nothing moves at fully distri- 
buted costs. 

When one turns to motor carriers the constant costs or burden is 
found to be much smaller, possibly some 10 per cent of the whole. This 
leaves substantially less room for value-of-service considerations except, 
of course, where the joint-cost back-haul situations arise. Truck opera- 
tions are conducted in terms of relatively small units of carriage (at 
least in comparison to train movements) and the total expenses can be 
more closely geared to the volume of tonnage handled. Also, there is no 
fixed roadbed to maintain and there are no passenger deficits. Hence, 
aside from the joint-cost back-haul problem, the costs can be a closer 
guide to rates than is true for rail operation. 

Full cost figures vary, of course, depending on how they are con- 
structed. If applied as a percentage of the direct costs, a common pro- 
cedure in general cost work, the results will differ widely from those 
based on the net ton and ton-mile apportionments. 


Rates Vary Widely From Cost Yardsticks 


By noting the extent to which rates depart from costs one can obtain 
some idea of the influence of factors other than cost which have entered 
into the making of a rate. In 1951 the total of all the rail freight out- 
of-pocket costs came to $5.2 billion and the so-called overhead burden 
(including passenger and LCL deficits, if any) came to $2.6 billion, or a 
grand total of $7.8 billion. The aggregate freight revenue requirements, 
inclusive of profits, as represented by this latter figure, were thus 150 
per cent of the out-of-pocket costs ($7.8+ $5.2). 

Yet based on the Cost Section’s latest ‘‘Contribution to Burden’’ 
study (Statement No. 7-53), the percentage relationships of revenue to 
out-of-pocket cost commonly varies widely from this 150 per cent figure. 
The figures set out in the Appendix hereto are summarized below. 

Some 20 commodity classes moved at a level of rates which were 
significantly below (over 10 per cent below) the long run territorial 
out-of-pocket costs as computed by the Cost Section. 

19 Commodity classes moved at a level of rates which were within 
a range of 10 per cent below to 10 per cent above the out-of-pocket costs. 
(90 to 110 per cent). 

44 commodity classes moved at rates ranging from 111 to 149 per 
cent of the out-of-pocket costs. 
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80 commodity classes moved at rate levels ranging from 150 to 200 
per cent of the out-of-pocket costs. 

36 commodity classes moved at rates ranging from 200 to 300 per 
cent or higher of the out-of-pocket costs. 

Using the out-of-pocket costs as a yardstick there obviously exists 
an enormous range in the relationship of rates to costs for the individual 
commodity classes. If one took the individual commodity classes and 
separated them by individual movements and lengths of haul, it is be- 
lieved that one might find equal or greater variations. Also, wide differ- 
ences exist between the territories in the relationship of revenues to 
out-of-pocket costs. This is set out in the Appendix hereto. 

Using the fully distributed costs as a yardstick, it is found that 
low-grade, volume-moving traffic with a relatively elastic demand custo- 
marily moves at rates less than fully distributed costs, whereas the 
higher-valued traffic with a relatively inelastic demand moves at rates 
above this level. The percentage range in the level of rates by commodity 
classes generally ranged from the low fifties up to 200 per cent or over 
of the fully distributed costs. 


Variations From Cost Should Come As No Surprise 


The above departure of rates from costs follows the general pattern 
as set out several years ago in Cost Section Exhibit introduced in the 
Class Rate Investigation, Docket 28,300. 

That transportation rates should differ widely in their relationship 
to either out-of-pocket costs or some full cost figure should surprise no 
one for another major group of factors beside costs enter into rate- 
making. I here refer to the value-of-service considerations. 

The presence of value-of-service is attributable entirely to the pres- 
ence of constant costs in rail or highway operations. The greater this 
overhead burden, the greater the necessity of drawing on value-of-service 
or ability to pay as an apportionment factor. 


An Analogy 


The problem of the rail burden? is analogous to that of the steer 
which the American Meat Institute has been widely portraying lately 
in national news weeklies. 

If a steer cost $25.80 a hundredweight on the hoof (25.8 cents/lb), 
then why, it is asked, should porterhouse steak sell for $1.00, hamburger 
for 42 cents and hide and hair for something very much less. The 
problem is one of joint costs. The cost of the whole can furnish no 
meaningful figure either as to the cost of the parts or market prices on 
the parts. 

The answer, of course, lies in the intensity of the consumer demand 
for each product. This and this alone provides the test of what it takes 
to attract each class of consumer and to clear the market of the respec- 
tive products and by-products. A fully distributed statistical cost of 





1 The railroads are used as an illustration inasmuch as the “burden” for motor 
carriers is much smaller. 
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25.8 cents per pound applied ‘‘across the board’’ would receive scant 
attention in the market place by either buyers or sellers. The most that 
can be said for the hypothetical ‘‘full cost’’ figure is that it is a point 
of departure. 


Comment On Fully Distributed Costs 


What purpose does fully distributed cost serve? This question 
merits serious consideration as these costs are sometimes referred to by 
parties in speeches, testimony or briefs without adequate explanation or 
qualification ; sometimes the impression is left that this level of cost is 
itself a final measure of what a rate or price ought to be. This, of course, 
is misleading. 

Any reference to fully distributed costs should take into considera- 
tion whether the elasticity of transportation demand by the commodity 
in question is greater or less than that of all traffic combined. 

The really significant use of fully distributed costs lies in those 
types of proceedings where comparative total railroad costs are desired 
by regions or territories. The Class Rate Investigation (Docket 28,300) 
was one illustration. Division cases constitute another use. 

Here the important element is to account for, or use up, all expen- 
ditures incurred by the entire rail operation, including return on in- 
vestment, the results then being reduced to a unit basis for comparisons, 
but with all differences in value-of-service or ability to pay as between 
classes of traffic assumed to be cancelled out. In short, one is here think- 
ing in terms of the cost per hundredweight of cattle on the hoof and 
not the price of steaks. If differences in consist of traffic exist, they 
must be dealt with as a supplementary problem. 


The General Theory 


There are two parties to every rate transaction, the man who sells 
and the man who buys. Both are impelled by economic pressures, the 
supplier to make profits and the buyer to obtain the service at the lowest 
economic cost. 

Considering first the supply side, the seller needs knowledge of his 
out-of-pocket costs, his aggregate revenue requirements, his price 
schedules, and the probable results of his own price decisions on the 
actions of the buyer, that is, the effect of the rates on the movement of 
the traffic. The latter concept from Section 15A is embraced in what 
the Commission commonly refers to as the value-of-service considera- 
tions. Costs and value-of-service are the two primary rate-making con- 
siderations.2 They are the counterpart to the market-place elements 
of supply and demand. 

A knowledge of the whereabouts of out-of-pocket costs is basically 
essential to keep the supplier from selling the service at rates below 
the extra cost he takes on to provide the service. 





2As will be explained later, vast use is made of comparisons between rates 
and many issues are resolved thereby. We are here concerned, however, with the 
basic determination of a compensatory rate that does not burden other traffic. 
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Equally significant is the supplier’s knowledge of the approximate 
margin that would exist between out-of-pocket costs and various possible 
rate levels that he may have under contemplation. It is this margin, 
when multiplied by the volume of the movement generated, that pro- 
duces the aggregate contribution toward his burden. Whatever maxi- 
mizes the contribution toward overhead burden maximizes his net income. 

Probably the most difficult problem in pricing is the evaluation of 
the buyer’s reactions to the projected rate adjustments. If the demand 
is elastic it means, broadly, that the traffic is relatively responsive to 
changes in the rates. If the demand is inelastic it means that rate ad- 
justments have relatively limited effect on the movement of the traffic. 

Where the demand is elastic the principle involved is that a smaller 
contribution (over out-of-pocket costs) per unit of traffic when applied 
to a proportionately greater increase in traffic volume will produce a 
greater aggregate contribution to constant costs and net income than is 
obtainable from a relatively high unit contribution and a much lower 
volume. Any increase thus obtained in the aggregate contribution to 
constant costs serves to reduce the burden that would otherwise rest on 
the higher-rated traffic with the more inelastic demand. Hence a reduc- 
tion of the rate can here serve to reduce the burden on other traffic. 

Where the demand is inelastic, i.e., rate adjustments, either up or 
down, have much less effect on the movement of the traffic, higher levels 
of rates may be applied, at least up to that point where the over-all 
revenue requirements of the carrier are covered. To needlessly reduce 
rates on traffic with an inelastic demand, thus reducing the contribu- 
tions to burden, is to throw added burdens on other traffic. 

References have been made above to the attraction of added volume. 
Actually the same effect is obtained if the traffic is merely held to its 
prior levels, if without the rate adjustment the tonnage would have 
been lost. 


The Demand Side 


The foregoing has emphasized the cost-of-supply factor. On the 
demand side the industrial traffic man is no different from the bargain- 
basement shopper in that he seeks to stretch the firm’s transportation 
dollars as far as he can. He, too, wants to maximize his net. The traffic 
man accomplishes this by continually weighing his alternatives which 
may go to the use of rail, water or highway service, or pipelines; to the 
purchase of his own equipment; to the decentralization of his plants; 
or to the withdrawal from one or more of his markets out of which he 
finds himself priced. Even where the traffic is wedded to the rails in 
very large part because of the nature of the commodity, or the volume 
of the movement, the ultimate consumer of the goods is himself com- 
monly in a position to do some shifting among substitute products on 
his own account. It is these factors which fundamentally determine 
the effect of the rates on the movement of the traffic. 
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Reconciliation of Cost and Value-Of-Service 


At what point are the forces of supply and demand reconciled, i.e., 
of cost of service and value of service? In theory it can be conceived 
as working something as follows. Taking each piece of traffic and start- 
ing with its out-of-pocket costs as a floor, there is added thereto such 
margin, considering the responsiveness of the movement to the rates 
charged as will maximize the contribution made to the burden, but 
limiting the height of the rates on traffic with a relatively inelastic de- 
mand to that which is no more than necessary to make the carrier 
come out whole. 

The rate structure has tended over a long period toward a condi- 
tion in which the rates on each commodity having an elastic demand 
and growing mass movement have settled to that margin above out-of- 
pocket costs as would maximize the commodity’s contribution to the 
burden. At the same time, the burden resting on the commodities hav- 
ing a relatively inelastic demand has been minimized, thus permitting 
the rates on this traffic to also settle down to a level lower than would 
otherwise have been possible. In principle, the effect would be to bring 
not only the rate structure as a whole, but the rates on each individual 
commodity, to a lower level than would be possible under any other 
general scheme of rate-making. 

The foregoing represents, it is believed, that theoretical condition 
under which no commodity would burden any other commodity. As 
will be developed later, the Commission has repeatedly stated through- 
out its long history that the rates fixed for any one class of traffic should 
not cast a burden on any other class of traffic. The foregoing applica- 
tion of cost-of-service and value-of-service factors to rate-making would 
presumably satisfy this objective. 

Dynamic conditions as evidenced by ever-changing market and 
carrier competitive situations, the ups and downs of business activity, 
new technology and the like probably tend to disturb any great niceties 
in rate relationships about as fast as they can be set up; nevertheless 
the major goal to which rate adjustments are roughly aimed is presum- 
ably something about as set out above. The Commission’s historical 
achievements along this line are left for review in Part II of this paper. 


Specific Uses of Out-Of-Pocket Costs 


With the primary ingredients entering into the making of trans- 
portation prices thus crudely sketched out (costs and value-of-service), 
one can turn more specifically to the part which the out-of-pocket costs 
ean play in the picture. 

1. A knowledge of the out-of-pocket costs is essential in setting 
an approximate floor to rates. This is important, as there are many 
eases wherein rates, for a variety of reasons, have tended to fall to un- 
justifiable levels. 

2. The approximate whereabouts of out-of-pocket costs is also in- 
dispensable in any intelligent approach to the maximization of the con- 
tribution to burden. It is necessary to have some idea of the margins 
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over out-of-pocket costs with which one is working. If the rate-maker 
is not supplied with some reasonable figure which at least reflects the 
major elements of cost involved, (length of haul, load, and type of car, 
etc.) he is well nigh forced to make a guess at it. 

3. Out-of-pocket costs serve to measure those rate differences which 
ean be justified solely by transportation cost considerations. Thus, 
where two carload minima are being set up for the same commodity 
(say, 30,000 pounds and 60,000 pounds) the differences in the out-of- 
pocket costs for the two loads serve as a measure of the economies secured 
from the heavier loading. Differences in length of haul, equipment used, 
and the like can also be evaluated. 

4. Out-of-pocket costs serve as an analytical tool in measuring the 
relative height of a rate. Rates on shipments which depart very widely 
from the average relation to out-of-pocket costs can be screened out for 
further analysis to see if the conditions of demand warrant the existing 
relationships. 

5. Out-of-pocket costs are a guide to fitness and economy, this 
latter being achieved, let us say, when the nation’s traffic is so dis- 
tributed among the agencies of transportation that the aggregate costs 
for all transportation (including shippers’ production costs which are 
closely geared to the transportation service) are lower than they would 
be under any other basis of distribution. Getting down to specific 
cases, it means that when a given block of traffic is to be moved, its 
movement will occasion the least added burden to the economy as a 
whole when it is transported by that agency which has the lowest long- 
run variable costs. 

But the shipper, as a rule, knows little or nothing about out-of- 
pocket costs, and even if he did, he would be guided not by the costs 
but by the tariff rates which he must pay, factors of service considered. 
It must be recognized, however, that where there is a choice between 
two agencies of transportation, competitive forces tend to bring about 
a set of rate relationships between the competing carriers which will 
roughly reflect relative fitness and economy. The urge to maximize 
profits will normally cause the carrier having markedly lower out-of- 
pocket costs, and hence the greater flexibility in adjusting its charges, 
to drop its rates to a point where it can get a very large share, if not 
the preponderance, of the competitive traffic. An intelligent carrier 
pricing of its services in such cases requires an approximate knowledge 
of the whereabouts of its out-of-pocket costs on the traffic in question. 

6. Out-of-pocket costs play a very significant part on the demand 
side of the rate-making equation. To illustrate, the cost of transpor- 
tation of a given commodity by motor truck, whether shipper owned or 
carrier owned, can sharply affect the demand for the rail transportation 
of that commodity. In short, a knowledge of the costs of transportation 
for one agency of transportation (particularly the out-of-pocket costs) 
can be of great importance in appraising the demand for transportation 
by another agency. 
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Use of Fully Distributed Costs 


The primary use of the concept of fully distributed costs is found 
in cases requiring a showing of comparative total unit expenses by 
territories, regions, or carriers. Because such cost figures must be 
divorced from value-of-service considerations, and as they must neces- 
sarily treat the constant cost or burden on some one or other arbitrary 
basis, they. provide little or no assistance in fixing a rate on an indi- 
vidual piece of traffic. 

The major use of full cost figures has been in division cases or 
territorial rate proceedings where the general level of the respective 
total costs of transportation service has been in issue. 

From time to time over the past several years suggestions have been 
made that individual rates and rate structures be brought much more 
into line with some full average cost figure; or, indeed, based on full 
costs. Taken at its extreme, the apparent implication here is that the 
value of the service be given much less attention, or even ignored. This 
would remove the pricing of services produced under conditions of 
constant costs from any market reality and substitutes arbitrary ap- 
portionments irrespective of their effect on the traffic flow or on the 
carriers net revenues. 

Parties advancing these suggestions may have been concerned with 
what seemed to be unduly wide departures from cost standards or from 
value-of-service criteria. To illustrate, a situation may arise where one 
agency of transportation has cut its rates severely to prevent further 
diversion of traffic to another agency or to recover traffic already lost. 

Whatever the reason, however, full average costs are believed to 
offer but very precarious support for the determination of rates. As a 
matter of relationships it is true that one expects to find volume-moving 
traffic with an elastic demand moving at rates below ‘‘fully distributed 
costs,’’ and traffic with a relatively inelastic demand bearing rates above 
this ‘‘dead-center’’ point. But even here the very rise of substantial 
inter-agency competition may promptly change a comparatively inelastic 
demand for a given carrier’s services into one which now becomes highly 
elastic. 

The gist of the foregoing is that the fully distributed costs are no 
substitute for a vigorous appraisal of the effect of the rates on the 
movement of the traffic. The greater the body of constant costs or 
overhead burden present in the carriers’ operations the more necessary 
an appraisal of the value of the service or the intensity of the demand 
becomes. 


Part Il 
INTERSTATE COMMERCE COMMISSION PRACTICE 


The general theory of transportation prices means little unless it 
ties in with the going practices of the carriers and the Commission. This 
part of the paper is given over, therefore, to a review of the considera- 
tions which have guided the ratemaking processes of the Interstate Com- 
merce Commission. 
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The interpretation, at least up through the mid-thirties, is as set 
down by Professor I. L. Sharfman in his great work on the Interstate 
Commerce Commission.’ 

It is believed that the rationalization and explanation here set out 
by Professor Sharfman on the economic motivations underlying the Com- 
mission’s rate orders, and the Commission’s achievements in bringing 
order to rate structures, have never been surpassed. The first several 
pages to follow go to the general treatment of rate making principles 
and procedures, followed by a more specific reference to the guiding 
considerations to rate relationships. 


Maintenance of Reasonable and Non-Discriminatory Charges Was 
Commission’s Central Task 


Professor Sharfman found that the Commission’s central task and 
most prolific activity was the maintenance of reasonable and non- 
discriminatory charges. The search for rate reasonableness under in- 
finitely varying circumstances and conditions was the continuing task.‘ 

Professor Sharfman finds comparisons between rates to be an almost 
invariable practice of the Commission and quotes from a 1926 order: 


‘Tt is seldom, if ever, that a rate can be found unreasonable 
without comparison with the rates to other points. One of the best 
tests of the reasonableness of a rate is by comparison with the rates 
on like traffic in the same territory.’’ 120 ICC 7, 14. 


Despite its continuous striving to achieve rationalization of rate 
relationships, the Commission has been largely guided by practical con- 
siderations and has found a presumptive starting point for the solution 
of a major part of the controversial issues in the existing rate adjust- 
ments. Largely avoided has been the lure of a purely ‘‘scientific’’ rate 
structure and the danger of unduly disturbing the organization of in- 
dustry or precipitately disrupting the channels of trade.5 

Yet comparisons alone do not go to the underlying considerations. 
The problem of rate making, according to Professor Sharfman, is essen- 
tially one of effecting a reasonable apportionment of the total transpor- 
tation burden among a diversity of services rendered ‘‘under a great 
variety of operating conditions and competitive circumstances.’”¢ 


Controlling Considerations Are Demand and Cost Factors 


The basic criteria and standards brought into issue fall into two 
principal groups: first, those bearing upon the effect of the rates upon 
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the movement of the traffic—that is, demand factors; and second, those 
bearing upon the relation of the rates to the burden of performing the 
transportation service—that is, cost factors.? 

Because of the presence of a large body of constant expenses or 
overhead, and the multiplicity of services rendered, the full actual cost 
of moving an individual shipment is not determinable. Also, because 
of the widely varying intensities of demand for the different services, 
a great flexibility in rate adjustments is inevitable.® 

Sharfman finds a wide difference between short run and long run 
out-of-pocket costs. He also finds that reliance on the former can con- 
stitute a prolific source of discrimination. 


‘The fact that, in the measurement of out-of-pocket costs, 
rule-of-thumb methods are generally followed and immediate con- 
ditions are generally held in view,—that indirect operating expenses 
and ultimate capital costs, which flow from increases in traffic are 
usually ignored,—prevents these rates, in most instances, from cov- 
ering the long run differential costs of carrying the added tonnage. 
These circumstances are a prolific source of discrimination.’” 


Problem of Rate Relationships 


In his treatment of the broad problem of rate relationships in rate 
structures Professor Sharfman sets down pertinent thoughts on value 
of service and cost of service. 

He finds the practice of permitting rates to be determined chiefly by 
their probable effects upon the volume of traffic is generally spoken of 
as fixing rates according to ‘‘value of service,’’ or ‘‘charging what the 
traffic will bear.’’ 

But the ‘‘value of service’’ principle as a basis for rate making 
provides at best, he holds, a vague and indefinite formula rather easily 
construed as justifying any system of rates found expedient. 

However, after a review of the problem of pricing joint cost prod- 
ucts (that is, each joint product must pay its own separable production 
costs plus such a share of the joint costs as the intensity of demand for 
the particular product bears to the demand intensities of the other 
products) ; and the obvious differences in the ability to pay of com- 
modities; and the differences in competitive conditions at different 
points ; and the desirability of expanding rail-traffic to spread the burden 
(but not at rates below out-of-pocket) ; and the desirability of aiding 
shippers to reach new markets; and the advantages to communities of 
a fuller utilization of their economic resources; Professor Sharfman 
then concludes that ‘‘. . . traffic considerations may legitimately be per- 
mitted to exert a large influence in the adjustment of the relation- 
ships. ’’?° 


Tibid. p. 312. 
8 ibid. p. 315-318, 
9 ibid. p. 319. 
10 ibid. p. 323. 
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Costs Place Limits on Value of Service 


But there are distinct limitations to the untrammeled adjustment 
of railroad charges based on value of service or what the traffic will 
bear. A matured transportation industry should not charge less than 
what is necessary to attract the traffic or to cover its long-run out-of- 
pocket costs. ‘‘The value of service principle . . . cannot be accepted 
as a sole basis of rate-making or as a self-enforcing ordinance of rate 
control.’’!4 

Professor Sharfman finds that cost of service must be taken into 
account as a guide-post by which to measure the extent of permissible 
discrimination in the adjustment of rate relationships. Indeed, he goes 
further and contends that as the railroad industry reaches maturity and 
attains a reasonably stable level of traffic density the development of 
rate structures which conform as closely as possible to the cost standard 
provides the ideal goal toward which rate-making processes should 
tend.14 

The foregoing is here interpreted to mean that long-run out-of- 
pocket costs rather than short-run costs usually provide the better test 
of minimum charges. The long-run out-of-pocket costs recognize the 
steady and continuous adjustment of plant capacity to traffic voiume, 
a point which Professor Sharfman develops. However, as long as any 
body of constant costs or burden is present in transportation operations 
its apportionment must rest on value-of-service factors. 


More Adequate Cost Data Needed Than Was Available in the Thirties 


Professor Sharfman, writing in the mid-thirties, did not find the 
impossibility of determining specific costs of specific services to pre- 
clude considerable resort to cost criteria. To quote :'” 


‘*While the substantial use of actual cost calculations as deter- 
minants of rates will have to wait upon the development of a more 
adequate accounting and statistical technique than now appears to 
be available, much can nonetheless be accomplished through reliance 
upon such comparative cost data as are regularly compiled or 
specifically prepared. 

‘The objective . . . is so to adjust relative charges that they 
shall vary in the same direction as the relative costs of the various 
services, and that the variations shall be of reasonably comparable 
extent. As a practical matter, this means the recognition and utili- 
zation of a large number of factors indicative of relative costs, in 
the construction both of classifications and tariffs.’’ 


Two Broad Considerations Chiefly Pertinent to Rate Adjustments, 
Costs and Traffic Flow 


Professor Sharfman finds the two broad types of considerations 
chiefly pertinent in rate adjustments are: (1) those factors related to 


11 ibid. p. 324-25. 
12 ibid. p. 325-26. 
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the cost of providing the service, and (2) those factors which are related 
to the conditions of attracting the traffic, that is, the value of the 
service.1® 

This second factor, when taken alone, is held as not constituting a 
guide to rates, nor the sole consideration to be weighed. Traffic behavior 
does not provide any definite upper limits for rates nor does it provide 
a lower limit." 

To quote Professor Sharfman: 


‘*Value of service is basically nothing more than a justification 
for departing from the method of spreading all costs evenly over 
all traffic, to the end that movement of tonnage may be promoted. 
Since such value can have no meaning except with reference to an 
amount of traffic which is assumed to be the right amount to move, 
it provides no independent measure of what charge is reasonable... 

‘‘The problem is essentially one of apportioning the total cost 
burden ; since some traffic can be induced to move only by the quo- 
tation of relatively low rates as judged by average cost, other traffic 
must be permitted to bear relatively high rates, as judged by the 
same standard. The only definite upper limit is that established 
by aggregate costs...’’ (p. 440-41). 


One might go farther than Professor Sharfman has here gone and 
say that value of service is not merely as a ‘‘justification’’ for depart- 
ing from a ‘‘spreading of all costs evenly’’ over the traffic, but rather 
a harsh rate-making necessity when one is confronted with a body of 
constant costs. 

The apportionment of constant costs over the traffic on a ‘‘cost of 
service’’ basis is, of course, a philosophical impossibility. If these costs 
bore any relationship whatsoever to the volume or character of the traffic 
handled, a necessary condition to any rational cost apportionment, they 
would not be ‘‘constant.’’ Rather, the constant costs (as in the Meat 
Institute’s illustration of the steer) represent an indivisible whole in- 
sofar as the cost of producing the service is concerned. Any apportion- 
ment must of necessity be arbitrary and arbitrary apportionments here 
would have little more economic significance in the fixing of the correct 
level of a rate than they would in establishing the price of packing- 
house products. The only recourse is to ‘‘demand’’ considerations. 


Apportionment of the Burden 


Assuming that rates should cover the out-of-pocket costs as a floor, 
the second essential step in the rate-making process (ignoring the issue 
of preference or prejudice) becomes that of apportioning the constant 
costs or overhead burden. 

The Commission has made many references to the subject of burden 
which, while seeming to approach the matter obliquely, nevertheless go 
to the heart of the problem. In short, the rates fixed for any one kind 


18 ibid. p. 423. 
14 ibid. p. 429-439, 440. 
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of traffic shall be such as to not burden the remainder of the traffic. 
This is interpreted to mean that each kind of traffic must carry its share 
of the load as determined by demand or value-of-service considerations. 

There follow pertinent citations or digests from Commission reports 
which help to explain the pattern of treatment that has evolved. The 
underscoring has been added. 

In a report in 1890, the Commission tersely summed up the economic 
issues : 


‘*Put such a rate on corn as will encourage and warrant its 
movement if such a rate is fairly remunerative. While rates should 
not be so low as to impose a burden on other traffic they should have 
reasonable relation to cost of production and value of the trans- 
portation service to the producer and shipper.’’ (Rates and Charges 
on Food Products, 3 I. C. R. 93, 104 (1890) ).’’ 


This report, issued when the Commission was but three years old 
seemed to go much to the heart of present-day rate making. It listed 
the elements of cost and value of service and expressed concern over 
whether the rates were at such level (in relation to the movement en- 
couraged) as would not impose a burden on other traffic. 

The elements for consideration in the apportionment of the burden 
were well set out in Boileau v. P. & L. E. RR Co., 24 ICC 129, 132 
(1912) : 


‘Tt is not for this Commission to say arbitrarily at what point 
carriers shall cease to participate in certain classes of traffic. It 
is a well-established and generally recognized rule that if additional 
business can be taken on at rates which will contribute at least a 
little in addition to the actual out-of-pocket expense, the carrier 
will be advantaged to that extent and all its portions will be benefited 
to the extent to which such traffic contributes to the net revenue. 
It is obvious that without the amount of net contributed by this 
elass of traffic, assuming a certain amount of net to be necessary, 
such revenue must be contributed entirely by the remaining traffic 
and the exclusion of this competitive traffic would increase the 
burden upon the other traffic to a corresponding extent.’’ 


A digest of more recent decisions on the matter of the apportionment 
of the burden follow: 


It is to be noted that the nature of rail costs is such that they 
could seldom be used as the sole measure of a line-haul rate. This 
arises from the inherent nature of rail costs which are made up 
partly of expenses directly assignable to particular kinds of traffic, 
i.e., the out-of-pocket or variable expenses, and partly of expenses 
of a constant or fixed character which, being incurred on behalf of 
the operation as a whole, are not capable of assignment to particu- 
lar kinds or segments of the traffic on a cost-of-service basis. For 
purposes of analysis and comparison these constant or fixed costs are 
usually apportioned on some statistical basis. For rate-making 
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purposes, however, they must ultimately be borne by, or fairly 
apportioned to, the various kinds of traffic upon a value-of-service 
or ability-to-pay basis, consideration being given, however, to 
generally recognized or accepted policies in the distribution of the 
transportation burden. Alden Coal Co. v. Central R. Co. of New 
Jersey, No. 263 ICC 639, 654 (1945). 

Generally, rates should not only cover out-of-pocket costs of 
handling each kind of traffic, but should yield enough above out-of- 
pocket costs for all traffic to cover carriers’ constant costs or trans- 
portation burden. Statistical apportionments of constant costs 
may be helpful in appraising relative level of a rate and considera- 
tion given to value of service, but, in fixing the precise level above 
out-of-pocket costs, effect of the rate on movement of the traffic and 
resulting aggregate contribution to constant costs must be con- 
sidered. International Minerals & Chemicals Corp. v. Atlantic 
Coast Line R. Co., 269 ICC, 611, 626 (1948). 


The foregoing references spell out pretty clearly, it is believed, the 
general interplay of costs of service and value of service in the determi- 
nation of the level of a freight rate as the Commission sees it. 


The Supreme Court on Burden—No. Pac. Ry. v. No. Dakota 


In pronouncing confiscatory an intrastate rate fixed by a state 
authority the U. 8. Supreme Court (Nor. Pac. Ry. v. North Dakota, 236 
U. S. 585 (1915)) has said that in determining the cost of the trans- 
portation on a particular commodity all the outlays that pertain to it 
must be considered. While the Court found no basis for distinguishing 
between so-called ‘‘ out-of-pocket costs’’ or ‘‘actual’’ expenses and other 
outlays it went on to say that this did not mean that all commodities 
were to be treated as carried at the same rate of expense. The outlays 
that exclusively pertained to a given class of traffic must be assigned 
to that class and the other expenses must be fairly apportioned. It may 
be difficult to make such an apportionment, but when conclusions are 
based on cost the entire cost must be taken into account. 

It is believed that the Court has here spelled out clearly the 
admonition that the rates are not based on the incremental or out-of- 
pocket costs alone, that the need to contribute toward the remaining 
overhead burden is to be recognized, and that the apportionment of that 
burden to any one kind of traffic is not to be such as to improperly 
burden any other kind of traffic. To quote: 


‘‘The State cannot estimate the cost of carrying coal by 
throwing the expense incident to the maintenance of the roadbed, 
and the general expenses, upon the carriage of wheat; or the cost of 
carrying wheat by throwing the burden of the upkeep of the 
property upon coal and other commodities. This, of course, does 

not mean that all commodities are to be treated as carried at the 
same rate of expense. The outlays that exclusively pertain to a 
given class of traffic must be assigned to that class, and the other 
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expenses must be fairly apportioned. It may be difficult to make 
such an apportionment, but when conclusions are based on cost the 
entire cost must be taken into account.’’ (pp. 596-597). 


Some evidence of the meaning by the Court of the term ‘‘fairly 
apportioned’’ appears in the following citation from the same decision: 


‘*The legislature, undoubtedly, has a wide range of discretion 
in the exercise of the power to prescribe reasonable charges, and it 
is not bound to fix uniform rates for all commodities or to secure 
the same percentage of profit on every sort of business. There are 
many factors to be considered—differences in the articles trans- 
ported, the cars required, the risk assumed, the value of the service, 
and it is obviously important that there should be reasonable ad- 
justments and classifications.’’ (Underscoring added) (pp. 598-99). 


The above reference to non-cost factors, including the value of the 
service, as elements for consideration in the apportionment of expenses 
not exclusively pertaining to a given class of traffic, indicates a recon- 
ciliation between the views of the Court and the expressions and actions 
of the Commission cited above. It is also believed that the statement 
of general theory set down earlier herein (p. 7-9) reasonably conforms 
to the dicta of both the Court and the Commission. 


Baltimore and Ohio Railroad Company v. United States, 345 U. S. 146 


The body of precedent as to rate-making considerations established 
by the Commission and the Courts would seem to have been challenged 
by the Supreme Court decision of March 16, 1953 in B. & O. v. U. 8. 
The Commission seemingly was here given the authority to fix rates that 
are non-compensatory, (and presumably would burden other traffic) 
so long as rates as a whole afford the railroads just compensation for 
their over-all services to the public. To quote: 


‘*For not only are fair decisions as to vegetable rates vital to 
the welfare of the farmers and whole sections of the country; the 
health and well-being of the nation are involved . . . and so long as 
rates as a whole afford railroads just compensation for their over-all 
services to the public the Due Process clause should not be con- 
strued as a bar to the fixing of noncompensatory rates for carrying 
some commodities when the public interest is thereby served.’’ 


In his dissent Justice Douglas asks whether a confiscatory rate can 
be a ‘‘reasonable”’ rate. 


‘‘The history of rate-making, . .. denies it. Perhaps there will 
be exceptions. Perhaps dire emergencies will arise, making it 
necessary in the public interest to compel the transportation of 
certain commodities at less than cost. But certainly such a step 
should not be taken without appropriate findings showing why the 
confiscatory rate is a ‘reasonable’ one.’’ 
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The Court refers to the adjustments in question as being ‘‘but minor 
alterations in a vast, complex network’’ of vegetable rates; and as having 
but limited application. In such case this opinion may have but limited 
ultimate impact on long recognized rate-making standards and criteria 
which the Commission itself has built up. 

If this be not the case, then the new test becomes not whether other 
traffic is burdened but rather whether added burdens cannot be placed 
on other traffic to compensate for the carriage of products at non- 
compensatory rates in the public interest. 

It is true that over the last several years the Commission has 
endeavored to rationalize the huge passenger-train-service deficits and 
the placement of these ever-increasing burdens on the freight traffic. 
Yet even here, the sharp admonitions to the carriers in the past to make 
this traffic pay its way, or at least contribute all it could, seems to 
indicate that the deviation from principle arose more from the frustrat- 
ing nature of the problem than from anything else. 

Within the circle of carload freight, however, the doctrine generally 
recognized has been that no freight should burden any other freight. 
Any widespread breakdown of this doctrine in the interest of subsidizing 
certain classes of traffic through forcing higher contributions from 
other traffic could well have severe repercussions on the movement of the 
latter. 


Adequacy of Cost Data Offered in Evidence 


Professor Sharfman observes that an enormous amount of cost data 
has at all times been supplied by carriers and shippers in contested 
cases, and the Commission appears usually to have analyzed and weighed 
such evidence carefully. Very often contentions based on costs have 
been rejected and on many occasions severe criticisms have been directed 
at cost calculations. Such outcome, apparently, has most frequently 
been the result of the use of statistical averages possessing scant proba- 
tive force in the particular situations at issue.1® 

But as Professor Sharfman has pointed out, whether cost considera- 
tions figure largely or not in rate adjustments above the compensatory 
minimum, they must necessarily be prominent in the maintenance of 
that minimum. The members of the Commission, he finds, have always 
been men of much too practical a turn of mind to prefer bland judg- 
ments to the use of helpful data simply because it might not be altogether 
complete or precisely productive of the desired results.1® 


To quote from a decision of 1912: 


‘We fully realize the limitations of all such (cost) caleula- 
tions, but we also appreciate their intrinsic value. It is relatively 
easy to turn diverse features and processes into ridicule, but such 
ridicule cannot destroy the value of the computations. The principle 


15 ibid. p. 452-53. 
16 jbid. p. 456. 
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of costs so often recognized and emphasized by the Supreme Court of 
the United States is vital, even though its application is still subject 
to much improvement in certain details... . 


... Analyses of operating expenses of railways have been and 
ean be made with substantial accuracy, and whatever defects may 
still adhere in such processes do not negate the guiding value 
of the statistical results arrived at.’’ Pittsburgh Vein Operators 
of Ohio v. Pennsylvania Co., 24 ICC 280, 284-285 (1912). See 
also 91, ICC 82, 96 (1924) ; 112 ICC 573, 578 (1926). 


In his dissenting opinion in the Eastern Livestock Cases of 1926, 
Commissioner Eastman stated : 


‘‘Under the circumstances I am unwilling to attempt to reach 
conclusions upon the record before us. Defendants have twice been 
given their opportunity to furnish adequate cost information, and 
have been found wanting. What we should now do, in my opinion, 
is to reopen this proceeding and obtain more nearly adequate data 
under the guidance of our own statistical and accounting experts. 
I do not, of course, believe that it is possible to arrive at these 
costs with precise mathematical accuracy, but I am confident that 
much more reliable approximations of cost can be obtained than are 
now available of record. We owe it to ourselves and to the country 
to obtain this information instead of halting the proceeding with a 
decision based upon a plainly unsatisfactory record.’’ 165 ICC 
277, 316-17 (1926). 


Since the foregoing expressions of opinion were made a very great 
deal has been accomplished in the uniform penned of railroad statistical 
data and in cost-finding procedures. 





EXAMINER EDWARD J. HOY RETIRES 


Edward J. Hoy, Interstate Commerce Commission hearing ex- 
aminer, retired recently after nearly 50 years in Government service. 

Mr. Hoy was graduated from the Georgetown University Law 
School at the head of his class in 1918, and in 1919 joined the Commis- 
sion’s staff. Shortly thereafter he became an assistant attorney, and 
in June 1947 was named a hearing examiner. During the past few years 
Mr. Hoy was especially concerned with safety matters. 

Mr. Hoy, who lives in Fairland, Maryland, was honored on his 
retirement with a party by his friends at the Commission. 
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Balthasar H. Meyer 
By Wilbur LaRoe, Jr. 


I feel honored that the family should ask me to say a word about one 
whom I have admired so much and whom we have all loved. 


A loving God has removed from our midst one who was not only a 
warm personal friend but one who must be regarded as one of the great 
pillars in the structure of Federal regulation of transportation. 


There is often a tendency at a time like this to feel sad—indeed it is 
hard even now to hold back the tears—yet there is a brighter side to the 
picture when one considers the great triumph of a life lived so magnificently, 
so fruitfully and with such great distinction. 


It so happened that I was one of many Examiners on the staff of the 
Interstate Commerce Commission during a period when Mr. Meyer was 
Chairman of the Committee on Examiners. Often did we turn to him 
_ help and advice, and never did he fail to give us kindly and sympa- 
thetic aid. 


It would be difficult to name a man who has played a greater part in 
developing transportation regulation in the United States. From the time 
almost exactly half a century ago when Governor LaFollette appointed 
him a member of Wisconsin’s first Railroad Commission, Mr. Meyer has 
distinguished himself in the field of regulation. It is probably safe to say 
that no member of the Interstate Commerce Commission played such a 
notable part in laying the foundations for the finance work of the Com- 
mission as did this distinguished Commissioner. In addition, he was twice 
Chairman of the Commission. 


I remember so well the high regard in which Mr. Meyer was held by 
Commissioner Daniels. Both of these men had academic backgrounds and 
there was a mutual admiration between them because both had specialized 
in political economy. Mr. Meyer was graduated from the University 
of Wisconsin and later studied in Berlin after which his alma mater in 
Wisconsin gave him not only a Ph.D. but an LL.D. Because of his 
modesty he disliked to be called Dr. Meyer and was invariably called 
Mr. Meyer. It is interesting to observe that he taught the first real course 
in transportation ever given by a university in this country. 


Death is just as much a part of God’s plan and just as much a creative 
and forward step as birth itself. A soul like that of Balthasar Meyer 
never dies. He will continue to live among us and at this time we are 
filled with gratitude because of the inspiration we got from him and 
because of the contribution he has made to the success of the greatest 
of all regulatory agencies in the United States. Let it never be forgotten 
that the enviable reputation which the I.C.C. has built up through the 
years by its devotion to the public service is attributable for the most 
part to the integrity, the forthright honesty and the consummate ability 
of statesmen like Mr. Meyer. It is not legislation that creates and 
sustains a great administrative agency but it is rather the character and 


Remarks of Mr. LaRoe at funeral in Washington, 


D. C., February 
11, 1954. 
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ability of those upon whose shoulders the responsibility for administration 
rests. In addition to the personal obligation which all of us feel toward 
this great soul, the Interstate Commerce Commission owes to Mr. Meyer 
a debt which it can never repay. 


But it was not only in his official capacity that Commissioner Meyer 
helped other men. It has been well said that every person whom we meet 
during the day is either spiritually stronger or spiritually weaker because 
he met us. Men were always spiritually better after meeting this great 
soul. I am thinking just now of the luncheon table at the Cosmos Club 


where for many years Mr. Meyer was unfailingly present at the noon 
hour. There he loved to lunch with Commissioner Porter, August Gutheim, 
Tom Woodward, Frank Lyon, Dr. Scheckebier and with other friends to 
— he radiated his kindness, his warmth and his deep human under- 
standing. 


And so at this hour when we gather to do honor to his memory | would 
sound a note, not of mourning over death, but of rejoicing over a great 
life gloriously lived and a great soul whose influence on his friends and 
on the nation which he loved and served so faithfully will continue 
through the years. 
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JUDGMENT OF THE BOARD OF TRANSPORT COMMISSIONERS FOR CANADA * 


In what has been described in the Canadian press as one of the most 
important rulings in Canadian railroad history, The Board of Transport 
Commissioners for Canada on February 15, 1954, turned down an appli- 
cation of The Railway Association of Canada requesting the Board to 
establish the ‘‘rate base—rate of return method’’ of determining the 
reasonableness of rates and tolls in lieu of the ‘‘requirements method’’ 
which the Board had used in recent years. In order to accomplish this 
change in method, the application filed by the Association, and more 
particularly by the Canadian Pacific Railway Company, asked the Board 
to ascertain and fix the net investment of this company in its railway 
property, to constitute that net investment as a rate base, and then fix a 
fair rate of return, specifically not less than 64% per cent, on the rate 
base. The members of the Association subsequently added a request 
that, promptly following the completion of the foregoing steps, the Board 
authorize the carriers to make a general increase in freight rates and 
charges of 9 per cent. 

While the Board agreed with the carriers on the importance of 
determining the net investment and proceeded to fix such a figure, 
it refused to constitute that value as the rate base or to issue a declaratory 
judgment that 6% per cent, or any lesser figure, would amount to a 
fair rate of return. The Board said that, bearing in mind the rapid 
changes in conditions that are liable to occur, it wished to leave itself 
free to adopt in whole or in part any existing or proposed formulae or 
any other criterion of the justness and reasonableness of the general 
level of rates. Finally, the Board interpreted the petition as having 
made the request for a 9 per cent general increase in rates contingent 
upon the establishment of a rate base and the determination of a fair 
rate of return. Since the conditions precedent to the increase were 
not met, the Board dismissed the application for the general increase. 

This was the first time that an application had been presented to 
the Board resting solely on a rate base-rate of return method of justify- 
ing the increases sought. The new method was proposed as Part III 
of the application dated December 21, 1950, but action upon it awaited 
the incorporation of that Part in the application of July 14, 1952. 
Hearings began on November 10, 1952, and were concluded on February 
5, 1953, except for the two additional days of argument and evidence 
received in October 1953 on the special subject of donations and grants. 
The 115-page decision written by the Chief Commissioner, Mr. Justice 
John D. Kearney was one of the longest in the Board’s history. The 
other two members of the three-man panel, Assistant Chief Commissioner 
Hugh Wardrope and Commissioner O. A. Matthews, the financial 
specialist among the commissioners, concurred in the judgment. 





* Reviewed by: Thormund A. Miller, Attorney, Southern Pacific Company, 
Washington, D. C. 

Editor's Note: The Canadian Pacific has served notice on the Board of Trans- 
port Commissioners of its intention to apply to one of the Judges of the Supreme 
Court of Canada for permission to appeal to that Court on the question of law 
involved in the decision. The application to the Judge was to be presented March 11. 
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The Canadian Pacific estimated that the requested 9 per cent general 
increase, together with a 7 per cent general increase previously author- 
ized, would enable it to increase its gross revenues approximately 
$38,000,000 and would provide a 5 per cent rate of return on its net 
rail investment as of December 31, 1951. In other words, the Company 
did not seek in these proceedings to achieve the full 614 per cent return 
which it was asking the Board to establish as the minimum fair rate 
of return. Eight of the provincial governments—all except Ontario 
and Quebec—opposed both the change in method and the general increase. 
Some indication of the importance attached to this case by the parties 
may be derived from the number of expert witnesses asked to testify. 
Among those called by the respondents was Dr. James C. Bonbright, 
Public Utility Consultant and Professor of Finance in the Graduate 
School of Business, Columbia University. The railways called Mr. 
Charles W. Smith, Chief of the Bureau of Accounts, Finance and Rates 
of the Federal Power Commission of the United States, and Dr. Sidney 
L. Miller, Professor of Transportation at the University of Pittsburgh, 
as two of their expert witnesses. The Canadian National Railways 
adopted a noncommittal attitude with respect to the proposed change 
in method of judging the reasonableness of rates, but joined in the 
request for such increases as would follow if the Board adopted the 
new method. 


Financial Requirements Method 


Beginning with the first general increase case of October 1946, 
the ‘‘requirements’’ basis or formula was adopted by the railways and 
the Board as a measure of the former's financial needs. Because neither 
the smaller companies nor the Canadian National nor all of the rail- 
ways taken together could have been used as a guide or measure by 
which to determine just and reasonable rates, the Canadian Pacific has 
served as the ‘‘yardstick’’ company. The financial ‘‘requirements’’ of 
that company, after providing for working expenses, including taxes, 
were put in the following terms for the year 1947: 


Fixed Charges $18,000,000 
Dividends 21,310,000 
4% on paid up preferred stock 
5% on paid up common stock 
Net Additions and Betterments 15,235,000 
to railway property after retire- 
ments (Surplus or retained 
earnings) 


$54,545,000 


This formula was subsequently revised to allocate certain working ex- 
penses, such as depreciation and income taxes, and fixed charges between 
rail and nonrail enterprises. As thus modified, the financial ‘‘require- 
ments method’’ was used by the Board in six succeeding judgments 
that are briefly reviewed in the opinion. 








MARCH, 1954 515 





Net Investment 


After setting forth this history, the Board first took up the issue 
of whether or not it should determine the net investment of the Canadian 
Pacific Railway Company. The Company stressed the importance of 
this determination irrespective of the basis on which financial need 
might be established. No opposition was raised to this feature of the 
application. The Board found it would be advantageous to have more 
knowledge about the net investment of the Canadian Pacific, both for 
this case and to assist in establishing a Uniform System of Accounts. 
Accordingly, its Financial Adviser, Mr. Lionel P. Kent, a partner of the 
firm of Messrs. Riddell, Stead, Graham and Hutchison, Chartered 
Accountants, was ordered to investigate this subject. 

1. Physical Inventory and Valuation. 

The Board quickly passed over a number of accounting and 
financial problems with respect to net investment on which it accepted 
the conclusions of its Financial Adviser’s firm, stating that the latter’s 
report was available to all interested parties.‘ The first policy question 
discussed concerned the advisability and necessity of making a physi- 
eal inventory and valuation of rail properties. The Board gave con- 
siderable weight to the fact that the Federal Power Commission relies 
primarily on accounting records to determine cost and that only limited 
use is made of engineering investigations. With respect to I. C. C. 
experience the Board observed: ‘‘. . . firstly, that the overall railroad 
capitalization and book figure of net rail investment did not grossly 
exceed the primary valuations found by the Interstate Commerce 


1 The problems so dealt with were as follows: 


“(1) Accounting segregation, on ‘original cost’ basis, as between rail and non- 
rail property assets and the classification of rail assets by primary accounts. 

“(2) Broad impact on the literal accounting application of ‘original cost’ to rail 
investment resulting from (a) the adoption of ‘betterment’ accounting 
for certain important segments of rail investment more or less since the 
inception of the company and (b) the values assigned to rail investment 
at the time of acquiring other corporate properties based on the issuance 
of Canadian Pacific’s securities and the giving of other valuable considera- 
tions. 

“(3) From an examination of the major component items in the investment 
in rail property, the determination, within reasonable limits, as to whether 
or not such sums have been prudently invested and whether or not they 
represent outlays in respect of rail property used and useful in the 
enterprise. 

“(4) Adequacy of the depreciation reserves against rail property assets, with 
due weight being given to the origin of such reserves and, from the view- 
point of equity, the resultant impact on Canadian rate structures of the 
past and present and, potentially, on those of the future. 

“(5) Sufficiency and propriety of internal management and accounting policies 
and controls to insure the recording of physical retirements or the falling 
into disuse of rail properties. 

“(6) Determination of the amounts of donations and grants included, for 
accounting purposes, in gross rail investment and contra accounts sup- 
ported by the related reconciliations with Public Accounts and other 
data.” (pp. 22-23) 
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Commission and, secondly, that the valuations, whilst providing many 
constructive uses both to the railroads and the Interstate Commerce 
Commission, did cost all those concerned prodigiously large sums of 
money.’’ (p. 28). It contrasted the intricate corporate and financial 
history of many United States railroad systems and the resultant ‘‘con- 
glomerate accounting policies’’ with the homogeneity of the Canadian 
Pacific System from its inception. Similarly, it contrasted the prob- 
lems raised in the United States by the ‘‘fair value” concept of rate 
making embodied in Smyth v. Ames (169 U. S. 466), with the recorded 
or estimated cost basis of net investment on which the Canadian Pacific 
relied in this case. With all of these factors in mind, the Board con- 
cluded that it would not institute a physical inventory or valuation of 
the Canadian Pacific’s rail properties at this time. 

2. Donations and Grants. 

The Chief Commissioner devoted the next 30 pages of his opinion 
to the issue of whether donations and grants should be excluded or in- 
cluded, as a whole or in part, in net rail investment, apparently in an 
effort to give a definitive treatment to this question. The answers were 
drawn largely from the terms and history of legislation pertaining to 
the Canadian Pacific. The Board concluded that The Railway Act 
gave it ‘‘powers of the most sweeping character’’ in fixing just and 
reasonable rates and that among those powers was the right to take into 
consideration as facts (1) the donations and grants made to the Canadian 
Pacific, (2) the 1881 Act making available much of that assistance, 
and (3) an act of 1881 defining ‘‘capital’’ upon which return was com- 
puted as excluding ‘‘subsidies and bonuses.’’ In view of the impact 
of donations and grants upon net investment and in view of the possible 
use of that figure to measure the reasonableness of the rate level, the 
Board found that it was within its discretion to include or exclude some 
or all donations and grants. 

Note was taken of the fact that the I. C. C. includes monies or the 
equivalent thereof donated by the government and users of the rail- 
ways as well as that furnished by shareholders and other corporate in- 
vestors when determining value for rate regulation purposes. The 
Board considered the repeal of the land grant statute as relevant to the 
I. C. C. treatment of these items, apparently on the theory that the gov- 
ernment had received full value through reduced rates for the lands 
granted. It contrasted the Federal Power Commission’s practice of 
excluding donations and grants from net investment, stating that the 
governing statute required the use of an ‘‘investment’’ rate base. For 
its major assistance on this point, however, the Board again turned to 
legislative history of the Canadian Pacific. It found that sections of 
railway built by the Government and conveyed to the Canadian Pacific 
under the Act of 1881 were not described as ‘‘subsidies and bonuses’’ 
and thus were includable under the Parliamentary definition of ‘‘capi- 
tal.’’ On the other hand, the grant of $25,000,000 and 25,000,000 acres 
of land was described as a ‘‘subsidy.’’ The Board decided to include 
the cost of the sections of railway in net investment, citing certain under- 
takings given by the Canadian Pacific to the government as confirma- 
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tion of this judgment. All other donations and grants were excluded 
from net rail investment, including the proceeds from sales of certain 
government land grants. In assigning acquisition values to these lands, 
the Board not only examined early Canadian reports but also looked 
at the report of the former Federal Coordinator of Transportation on 
‘*Public Aids to Transportation,’’ and the report on ‘‘Public Aids to 
Domestic Transportation’’ published by the Board of Investigation and 
Research. 

3. Working Capital. 

The Board accepted on an interim basis the Company’s figure for 
working capital requirements, although no comprehensive study was 
made by the Financial Adviser’s firm of cash requirements. It noted, 
however, that the working capital portion of net rail investment was not 
a fixed amount but was closely related to changes in economic condi- 
tions and therefore was subject to reassessment. 

4. Allocation of Communications Property. 

In part because of the extent of the Company’s commercial tele- 
graph operations, the Financial Adviser’s firm took the position that 
communications operations should be classified as nonrail and this prop- 
erty excluded from net investment. The Board, emphasizing the in- 
dispensability of communications facilities in railroad operations, de- 
cided that they should be included in net investment, whenever required 
directly in any degree for railroad operations. 

After having resolved these issues, the Board proceeded to fix the 
net rail investment of the Canadian Pacific and stated that the amount 
thus adopted would be used as ONE of the ‘‘end’’ tests in considering 
the reasonableness of a permissive level of rates. The Board noted in 
passing that its Accounting Classification had been submitted in final 
draft form to the carriers, that it intended to consult with the I. C. C. 
on this matter, and that it hoped to issue soon after mid-year 1954 an 
official accounting classification for adoption as of January 1, 1955. 


Establishment of Net Investment as a Rate Base 


The Canadian Pacific asked the Board to state that a fair return 
on net investment in its rail enterprise would be 6% per cent, but that 
for the moment it should be permitted a general increase in tolls and 
rates of 9 per cent and thereby an opportunity to earn a return equiva- 
lent to 5 per cent. The Canadian Pacific pointed to the following figures 
to indicate the main reason it advocated a change from the require- 
ments method to the rate base-rate of return method. 


Canadian Pacific 


Net Investment Rate of 
Year Requirements Figures Return 
1947 $52,332,000 $ 997,610,000 5.25% 
1951 45,888,000 1,099,012,000 4.18% 
1952 46,644,000 1,149,012,000 4.07% 


1953 46,644,000 1,185,012,000 3.95% 
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The combination of a decline in the fixed charges component of ‘‘re- 
quirements’’ plus the increasing net investment had led to a progressive 
decline in the return computed on the Canadian Pacific’s figures for net 
investment. The Board stated that changed circumstances and condi- 
tions could readily account for a variation in rate of return from one 
period to another and concluded that the reduction therein shown above 
did not of and by itself constitute proof that the requirements method 
was faulty. To support this conclusion, the Board pointed to the fact 
that the allowed ‘‘requirements’’ were designed to cover operating ex- 
penses, depreciation, the major portion of income taxes, fixed charges, 
the entire dividends on preferred stock and a 5 per cent dividend on 
the common stock, plus a $15 million sum for ‘‘surplus’’ or ‘‘retained 
earnings.’’ In order to counter the contention that the cost of raising 
capital was increasing, it further called attention to the fact that at 
the end of 1952 a $35 million issue of Canadian Pacific convertible 
debentures had been oversubscribed. 

In responding to the argument that the rate base-rate of return 
method would simplify rate-making, the Board answered that: 


‘It is worth noting here that whether the requirements or the 
rate base-rate of return method is used, it will still be necessary 
in a general rates case to have statistics, data and estimates in re- 
spect of the volume and consist of traffic moving and expected to 
move, the effect of changes in rates on traffic, costs of maintenance 
of equipment and maintenance of way, construction and other op- 
erating costs, and generally all necessary estimates, data and statis- 
ties to show gross revenues and expenses under existing and pro- 
posed rates. The immediate object of the rate base-rate of return 
method, like the requirements method, is the determination of per- 
missive net earnings. Permissive net earnings are most important 
in the determination of a general level of rates, but such level 
cannot be established without consideration of volume and consist 
of traffic and the factors that influence such volume and flow of 
traffic.’’ (p. 77). 


Furthermore, the Board did not believe that the problems encountered 
in handling other or nonrail income would be eliminated by the new 
method. 

Comparisons drawn with rate-making for utilities other than rail- 
ways in the United States, where rate base-rate of return methods are 
employed, were dismissed by the Board on the strength of testimony 
by Dr. Bonbright and other expert witnesses to the effect that the method 
proposed by the Canadian Pacific would not be practical. It found 
further support for disregarding these comparisons in those portions of 
the I. C. C. decision of August 10, 1953, in Ex Parte 175, where dis- 
similarities between railways and other utilities are discussed. 

The Board summarized its findings as follows: 
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‘*We consider that the rate base-rate of return method as the 
sole criterion for rate making purposes does not sufficiently take 
into account the rights of the public when such rights and those of 
the carrier are difficult or impossible to reconcile. 

‘Without purporting to summarize all the reasons previously 
set out, the following three reasons have particularly influenced us 
in deciding, as we do, that we will not under existing circumstances 
adopt the rate base-rate of return method for Canadian Pacific 
which, within the meaning of this application, would be the sole 
method of determining a permissive level of rates for all railways 
in Canada subject to our jurisdiction : 


(1) The fundamental nature and nation-wide expanse of the rail- 
way enterprise in Canada as presently constituted do not lend 
themselves to an automatic translation of railway costs into 
rates—both freight and other rates—based on any precon- 
ceived return. This inherent factor is in contrast with the 
single or multi-service local monopolistic utilities, which differ- 
ence has been elaborated upon previously herein. 

(2) The economic impact of freight rates is such that they should 
not be made the product of any automatic formula. This is 
particularly so where 100 per cent of the cost, or the increase 
in cost, is sought to be automatically applied in general rate 
increases to a much lesser percentage of the revenue producing 
business and in particular to that narrowing section of the 
non-competitive and non-statutory rate structure where the 
economic leverage and consequences are the greatest. 

(3) The expression of net railway earnings as a rate of return 
encompasses certain component elements over which this Board 
has little or no direct control. Apart from the policies of 
government of which taxation is the most readily apparent, 
the component elements include the following: 


(a) fluctuations in traffic both as to volume and consist; 
(b) policies and demands of railway labour, and 
(ec) policies and efficiency of railway management. 


We believe it would be both unsound and unrealistic for the 
Board now to attempt to pre-determine for nation-wide rail 
transportation any net return which in the end result is only 
the expression of the effect of the above noted elements in 
conjunction with other factors when, in a composite sense, 
they are beyond the power of any single agency to regulate. 
We further believe that on psychological grounds alone it 
would be conducive to a weakening of the barriers, which now 
at least to some degree hold in check certain costs, to create 
any illusion of a pre-determined net return for nation-wide 
rail transportation. Furthermore on similar grounds, it could 
well be that the term ‘financial requirements’ would carry the 
connotation of a more searching scrutiny of all requirements 
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for which funds are necessitated than would the automatic 
acceptance of the rate base-rate of return method which has 
been described at times, albeit in error or at least in over 
simplication, as reducing the Board to mere ‘computers.’ ”’ 
(pp. 84-86). 


Establishment of a Fair Rate Return 


Having declined to establish a rate base, the Board declined to fix 
a fair rate of return at 614 per cent or at any other figure. And, since 
the request for a general increase of 9 per cent was conditioned upon 
these preceding steps, that portion of the application was dismissed. 

The Board also dealt with what it considered as an implied request 
for a declaration by the Board that 61% per cent or some lesser percentage 
constitutes a fair rate of return on the net rail investment of the Cana- 
dian Pacific independently of whether or not the Board adopted the 
rate base-rate of return method as the sole method of determining a 
permissive level of rates. The principal argument in favor of a finding 
that 614 or some lesser percentage was a fair rate of return was that it 
would result in improving ‘‘investor confidence.’’ In support of its 
refusal to make such a finding, the Board cited the language in the 
Hope Natural Gas case (320 U. S. 591, 1944) to the effect that the 
results, not the method, were controlling in a judicial inquiry. It went 
on to review the history of Section 15a of the Interstate Commerce Act, 
and the ultimate removal from that section of any direction to deter- 
mine a fair rate of return. Finally, the Board said that actual ability to 
earn a given return had more to do with investor confidence than the 
establishment of a theoretical or permissive goal of earnings. Noting 
that the cost of capital is affected by changing conditions, the Chief 
Commissioner said : 


‘*T consider, therefore, that even if the Board were disposed 
to declare what constitutes a return on the net rail investment of 
Canadian Pacific which would be fair to all parties concerned, it 
should not attempt to do so in a vacuum but only if and when a 
specific application for an increase (or decrease) in tolls and rates 
is before the Board and is supported by the required timely and 
pertinent evidence.’’ (p. 100). 


Failure to Permit Fair Return on Net Investment as Confiscation 


The Board disposed of the contention that failure to allow the Com- 
pany to earn a fair return upon net rail investment would result in 
confiscation in a brief discussion. It observed that such an issue re- 
quired up-to-date evidence before a judgment could be made and that 
most of the pertinent evidence in this proceeding was more than a 
year old. Furthermore, since the request for a 9 per cent general in- 
erease was conditional in nature and the Company was not seeking to 
realize a fair rate of return in this proceeding, the Board considered 
this issue as having limited importance. 
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Supplementary Observations 


Two comments of the Board under the above heading elicited edi- 
torial comment on the part of the Canadian Press. With respect to the 
cumulative postwar increases of 98 per cent on roughly half of the rail- 
ways’ traffic and the competitive traffic situation, the Board stated: 


‘* As a result of these recent rail traffic trends, we are now more 
strongly than ever of the opinion that the long succession of general 
freight rate increases, mainly due to added costs of labour which 
is the largest single factor and to increased costs of materials, has 
brought about a loss of traffic by the railways to competing modes 
of transport not only of traffic which the railways formerly re- 
garded as vulnerable because it was highly competitive, but a loss 
as well of traffic which was formerly non-competitive but which 
has now become subject to competition by reason of the aforemen- 
tioned long succession of rate increases. Thus the law of diminish- 
ing returns is now, in the inexorable economic sense, beginning to 
assert itself. We are convinced therefore that, unless the several 
underlying conditions adversely affecting the railway industry in 
general changes markedly for the better, means other than general 
rate increases imposed on the basis of the past will have to be found 
in the future if the railways of Canada are to be maintained in a 
healthy operating position.’’ (pp. 109-110). 


It then issued the following admonition with respect to the impact of 
labor costs : 


‘*Canadians at large have a vital stake in our railways. They, 
we think, reasonably could expect both railway management and 
labour in their own mutual long term self-interest, as well as in the 
interest of the public, to collaborate in taking a new and economi- 
cally realistic view of the deterioration which has taken place in 
the traffic position of Canadian railways since the Board’s Judg- 
ment of March last. This is so, particularly since such deterioration 
cannot be accounted for by any contraction for the year 1953 in 
Canadian production generally but is, we believe, attributable 
mainly to the increasing pervasiveness of competing modes of trans- 
port.’’ (p. 111). 


At the time this statement was issued, a Federal Conciliation Board 
headed by Mr. Justice R. L. Kellock of the Supreme Court of Canada, 
was holding hearings in Montreal on the contract demands of unions 
for ‘‘fringe benefits’ for about 150,000 non-operating employees of the 
railroads. 
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BILLS INTRODUCED IN CONGRESS 


The following bills have been introduced in the second session of 
the 83d Congress: 


S. Res. 197—by Senator Carlson on January 25. To extend the 
authority of the Senate Committee on Post Office and Civil Service to 
complete the study authorized under S. Res. 49 of the 83d Congress 
until March 31, 1954. 


S. 2871—by Senator Sparkman on February 2. To amend the 
Small Business Act of 1953. 


Railroad Retirement and Unemployment Insurance Amendments 


Senator Smith of N. J., together with Senators Murray of Mont., 
Ives and Lehman of N. Y., and Kennedy of Mass., on February 11 in- 
troduced S. 2930, which proposes various amendments to the Railroad 
Retirement, the Railroad Retirement Tax and the Railroad Unemploy- 
ment Insurance Acts. This bill is jointly sponsored by all of the stand- 
ard railway labor organizations. It was referred to the Labor Commit- 
tee, of which Senator Smith is Chairman. Among other things, this 
bill proposes changes in these acts as follows: 

1. Widows Benefits at age 60. Under present law widows are not 
eligible for survivor benefits until age 65. The bill would reduce the 
eligibility age to 60. 

2. Disability Work Clause. Under present law, a disability an- 
nuitant is deemed recovered if he earns more than $75 in each of six 
consecutive months. The bill provides for withholding the annuity in 
any month in which more than $100 is earned. 

3. Survivor’s Benefits for Disabled Children and Widowed 
Mothers. Under present law, a widowed mother and her child cease 
getting survivor’s benefits when the child reaches age 18 even though 
the child may be completely disabled for any employment. The bill 
provides that if the child is permanently and totally disabled, the sur- 
vivor’s benefits to the widowed mother and child will continue beyond 
age 18. 

4. Maximum Creditable and Taxable Compensation. Under pres- 
ent law, the maximum compensation that is taxable and creditable for 
both Railroad Retirement and Unemployment Insurance purposes is 
$300 per month. The bill proposes to increase this maximum to $350 
both for tax purposes and for credit toward benefits under both the 
Railroad Retirement and Unemployment Insurance systems. In con- 
nection with establishing the new benefit rates for crediting this addi- 
tional compensation under the Unemployment Insurance Act, it also 
provides that the daily benefit rate shall not be less than one-half the 
last daily rate of pay at which he worked in railroad employment, but 
with a maximum of $8.00. 

5. Crediting of Compensation Earned After Age 65. Under pres- 
ent law, compensation earned after retirement age is used in computing 
the annuity even though, by reason of lower earnings in later years, 
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this operates to reduce the annuity. The bill provides for disregarding 
such compensation (though crediting the service) if using such compen- 
sation would reduce the annuity. 

6. Receipt of Both Survivor Annuity and Retirement Annuity. 
Under present law, a widow who has had railroad employment and is 
eligible for a retirement annuity in her own right and who also would 
be eligible for a survivor annuity by reason of her husband’s employ- 
ment has the latter offset against the former and cannot receive both; 
the bill provides for both to be paid. 


H. R. 7448—by Congressman Martin on January 21. To provide 
for the development of a highway and appurtenances thereto diversing 
the Mississippi Valley. 


H. R. 7468—by Congressman Bennett of Michigan on January 25. 
To amend Section 203a of the Interstate Commerce Act so as to authorize 
regulation for purposes of safety, particularly insurance on motor car- 
rier transportation between points in foreign countries insofar as such 
transportation takes place within the United States. 


H. R. 7471—by Congressman Cederberg on January 25. Similar 
to H. R. 7468. 


H. R. 7472—on January 25 by Congressman Cretella. To provide 
for the determination by the Board of Engineers for Rivers and Harbors 
of the advisability of modifying the existing project at New Haven 
Harbor, Conn. 


H. R. 7473—by Congressman Ellsworth on January 25. To author- 
ize the construction and maintenance of certain improvements at Gold 
Beach, Oregon. 


H. R. 7513—by Congressman Bentley on January 27. To amend 
Section 203(a) of the Interstate Commerce Act so as to authorize regu- 
lation of foreign transportation by motor carrier insofar as it takes 
place within the United States. 


H. R. 7524—by Congressman Mack of Washington on January 27. 
To authorize the modification of the project at the mouth of the Colum- 
bia River between Oregon and Washington. 


H. R. 7526—by Congressman Prouty on January 27. Proposing 
the enlargement of the canal connecting the Hudson River and Lake 
Champlain so as to enable oceangoing vessels to use this route between 
the St. Lawrence River and New York City. 


To Establish Commission on Coal Industry 


On January 27, 1954 Mr. Elliott, of Ala., introduced H. R. 7553 
to establish a Commission on Coal Industry. The bill would authorize 
such a commission to undertake a comprehensive investigation of the 
coal industry including an analysis of the coal reserves, labor conditions, 
safety factors, etc. The Commission itself would consist of 13 members 
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and its primary function would be to within one year submit a report 
to the President and the Congress on the results of their investigation. 
The bill was referred to the House Labor Committee. 


H. R. 7618—by Congressman Bender on January 29. To amend 
the Internal Revenue Code by reducing taxes on communication services 
and on transportation of persons. 


H. R. 7657—by Congressman Hosmer on February 2. To provide 
for forfeiture of motor vehicles used in violating Federal laws in 
certain cases. 


H. R. 7678—by Congressman Watts on February 2. To provide 
for appropriation in the amount of $650,000,000 in fiscal years 1956 
and 1957 for highway construction. 


Minimum Wage 


On February 4—H. R. 7744—a bill to amend the Fair Labor Stand- 
ards Act 1938 so as to increase the minimum hourly wage from 75 cents 
to $1.35. Introduced by Mr. Barrett of Pennsylvania. Referred to 
the House Committee on Education and Labor. 





“PIGGY-BACK” BIBLIOGRAPHY 


There has been compiled by Miss Elizabeth O. Cullen, Librarian, 
Bureau of Railway Economics, Association of American Railroads, a 
bibliography revised to February 2, 1953, entitled: ‘‘Trailers-on-Flat 
Cars—‘ Piggy-Backs’—Memorandum Listing Material on History of 
Service 1926-1953.’’ 

Copy of this bibliography is available upon application to Miss 
Elizabeth O. Cullen, Transportation Building, Washington 6, D. C. 





SENATE COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE 
Subcommittee Assignments 


Surface Transportation—Senators Schoeppel of Kansas, Chairman; 
Butler of Maryland; Purtell of Conn.; Johnson of Colo.; and Hunt of 
Wyo. 

Water Transportation—Senators Butler of Maryland, Chairman; 
Potter of Michigan; Payne of Maine; Magnuson of Washington; and 
Smathers of Florida. 





LIFE’S RECORDS CLOSED 


By Epwarp H. DrGroor, Jr., Chairman, 
Memorials Committee 


George H. Gardner, formerly General Attorney, Chesapeake & Ohio 
Railroad, Washington, D. C. (2-26-54). 








Rail Transportation 


By Joun F. Donegan, Editor 





FORMAL MATTERS 
Intrastate Rates—DMissouri 


The I. C. C. has denied petitions for reconsideration filed by the 
Public Service Commission of the State of Missouri in Docket No. 
31003—Missouri Intrastate Freight Rates and Charges, and ordered 
respondents to the proceeding to maintain and apply on March 19, 1954 
and thereafter on the transportation of certain products between points 
in the State of Missouri the rates and charges previously approved and 
set forth in the report of October 5, 1953. 

The order, however, granted the petition of the sand and gravel 
producers in the St. Louis area and reopened the proceeding for further 
hearing upon said petitioners’ request for modification of the findings 
so as to eliminate the proposed increase in the rate on sand and gravel, 
in carloads, from Pacific, Mo. to St. Louis, Mo. and in the switching 
rate on the same commodity applicable within the switching limits of 
St. Louis, Mo. 





Intrastate Rates—Mississippi 


The I. C. C. has also denied petitions for reconsideration filed by 
the State of Mississippi, Mississippi Public Service Commission and 
other parties in Docket No. 31164—Mississippi Intrastate Freight Rates 
and Charges, and ordered respondents to the proceeding to maintain 
and apply on March 19, 1954 and thereafter on the transportation of 
certain products between points in the State of Mississippi the rates 
and charges previously approved and set forth in its report of November 
2, 1953. 





Freight Rates—lIron Ore 


Division 2 of the I. C. C. has issued its report and order in I & S 
Docket 6074—Iron Ore, Eastern Ports to C. F. A. Points, approving 
schedules proposing reduced rates on iron ore in carloads from Phila- 
delphia, Pa. to destinations in Wheeling, W. Va., Steubenville and 
Youngstown, Ohio. 

By this action the Commission removed a freight rate differential 
between Philadelphia and Baltimore on such movements. The Com- 
mission refused to approve lower rates from Boston and New York ports 
to the destinations involved. 


—525— 
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Ogden Gateway Case 


In Docket 30297—Denver and Rio Grande Western R. R. Co. v. 
Union Pacific R. R. Co., et al., the I. C. C. has issued an order further 
postponing the effective date of its order of January 12, 1953 until 
July 1, 1954 so as to enable the U. S. District Court to consider and 
decide litigation involving the aforesaid Commission’s order. 





Through Route Proceedings—ACL 


The Interstate Commerce Commission issued its report on recon- 
sideration in Docket 30995—United States of America v. Atlantic Coast 
Line Railroad Company Et Al., in which it sustained the findings and 
conclusions reached by Division 3 in its report in the same proceeding, 
287 I. C. C. 487, that the national defense did not require the establish- 
ment of additional through routes to serve Jacksonville, North Carolina 
(railhead for the U. S. Marine Corps base at Camp Lejeune.) In an 
order issued on the same date the I. C. C. directed that the complaint 
in this proceeding be dismissed. 





Through Routes 


In a report and order—I & S 6024, Routing, Birmingham-Mont- 
gomery, Ala., L. & N.-Frisco, also embracing I & S 6066 Division 3 of 
the Commission has required that the suspended schedules be cancelled. 

Detailed comment in the report is to the effect that a divisions 
dispute is not justification for cancellation of joint rates or through 
routes. That part of the record which had to do with divisions was 
ordered stricken account irrelevant. 

Because certain other routes were not cancelled by the supplements 
the Division held that to allow them to go into effect would constitute 
discrimination and would be a violation of section 3(4) of the Act. 





Switching Rates—Louisville, Ky. 


On January 19 the I. C. C. in I & S Docket 6110—First Supple- 
mental Order and Docket 31270—Switching Rates at Louisville, Ky., 
assigned the proceedings for hearing on a consolidated record at Hotel 
Kentucky, Louisville, Kentucky, 9:30 a. m. local standard time on 
June 22, 1954 before Examiner Oren G. Barber. 





Piggy Backs 


In a further notice in Docket 31375, the Commission has extended 
the period during which it will receive suggestions for formulation 
of the proposed rules for hauling trailers on flat cars until March 15, 
1954, 
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“Piggy Back’’ Declaratory Ruling 


The Executive Committee of the American Trucking Associations, 
Inc., has announced its action with respect to the notice of the Interstate 
Commerce Commission on the subject of Piggy Backs. It adopted as 
the trucking industry policy: ‘‘That ATA endorses the principle that 
railroads should not be permitted to transport their own freight in their 
own or leased vehicles in coordinated rail-trailer operations except to 
the extent authorized by a certificate of public convenience and necessity 
issued under Part II of the Interstate Commerce Act.’’ 





Accessorial Services by Rail and Motor 


By order in Docket 31450, the Interstate Commerce Commission 
has served notice of proposed rule making for accessorial services by 
rail and motor carriers. 

Respondents and other interested parties may file on or before 
May 12, 1954 written statements concerning the proposed revision. 





FINANCE MATTERS 
R. R. Reorganizations—Wisconsin Central Ry. 


Division 4 of the I. C. C., on February 16, issued its Third Supple- 
mental Report in F. D. No. 14720—Wisconsin Central Railway Company 
Reorganization, by which it approved and authorized the plan of re- 
organization approved by the U. 8S. District Court for the District of 
Minnesota, by which a new corporation to be known as Wisconsin 
Central Railroad Company would be organized under the laws of Minne- 
sota. That company would assume the obligations and liabilities of its 
predecessor and will operate in the States of Illinois, Michigan, 
Minnesota and Wisconsin. The total amount of the new company’s 
authorized stock will be 300,000 shares common stock of a single class 
without par value. 





Trackage Rights—NYC—NH 


The New York Central has petitioned the I. C. C. for its approval 
of an arrangement providing for operating rights over 1.6 miles of the 
New Haven tracks in order that NYC may serve industries in the New 
England industrial center being developed at Needham, Mass. 





Certificates of Necessity 


The Everett Railroad Company has applied to the Interstate Com- 
merce Commission for authority to buy and operate 4.3 miles of railroad 
in Bedford County, Pennsylvania. The mileage was formerly operated 
by the Huntingdon & Broad Top Mountain Railroad. 








528 I. C. C. PRACTITIONERS’ JOURNAL 





Pennsylvania R. Abandonment 


The Pennsylvania Railroad has petitioned the I. C. C. for a certifi- 
cate of abandonment covering its freight line between Jersey City, New 
Jersey and Brooklyn, New York via car float account service being 
operated at a substantial loss. 





Oneida & Western Abandonment 


By order of the Commission on January 20, 1954, in F. D. 18065, 
the Oneida & Western Railroad Company was granted a certificate 
to abandon its entire line of railroad in Scott and Fentress Counties, 
Tennessee. 





Railroad Securities—Portland Terminal Co. Bonds 


The Interstate Commerce Commission has issued a memorandum 
to the press noting that by its report and order in F. D. 18399—Portland 
Terminal Company Bonds, it granted authority for that company to 
issue in an amount not exceeding $1,000,000 first mortgage 4% gold 
bonds due July 1, 1961 to be sold at 99.79% of principal and accrued 
interest from January 1, 1954, the proceeds to pay at or before maturity 
$1,000,000 of the Company’s unsecured promissory notes due April 1, 
1954, previously issued to provide temporary financing of capital im- 
provements and additions in 1953. 

Authority was also granted to the Maine Central Railroad Com- 
pany to guarantee said bond issue. 





Missouri Pacific Reorganization 


On February 17, 1954 a proposed report was issued by Assistant 
Director Roger T. Boynton and Examiner Homer H. Kirby in F. D. 
9918—Missouri Pacific Railroad Company Reorganization, covering 
some 98 pages and several exhibits. The report dealt exhaustively with 
the financial situation affecting the Missouri Pacific and in part recom- 
mended— 

1. A boost in capitalization to $810,000,000; 

2. The grant to common stockholders of 15-year warrants that 
would permit them to acquire new stock if the railroad has high earn- 
ings for seven consecutive years; 

3. Recognition of back dividends amounting to $164 a share to 
preferred stockholders ; 

4. The coupon rate of the three series of first mortgage fixed 
interest bonds would be increased to 44% percent and the coupon rate 
of the two series of general mortgage income bonds would be increased 
to 434 percent. 
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LABOR MATTERS 
Union Shop Litigation 


On February 6, 1954 District Judge E. C. Nelson ruled that it 
would be unconstitutional for the Sante Fe Railway and 16 non-operating 
unions to enter into a union shop agreement. The opinion was entered 
in M. E. Sandsberry, Jr., Et Al. v. Gulf, Colorado & Santa Fe Ry. Co., 
No. 28,031 in the District Court of Potter County, Texas, 108th Judicial 
District. This proceeding was a suit filed by a number of employees 
to restrain the Santa Fe Railway System and the non-operating railway 
labor organizations from entering into a union shop agreement. 





STATISTICS 
Railway Revenues and Expenses—1953 


Estimated net income, after interest and rentals, of 130 Class I 
railroads for the year 1953 amounted to $875,000,000 compared with 
$836,000,000 in 1952. Net income for the month of December 1953 was 
estimated at $74,000,000 compared with $118,000,000 in the same month 
of 1952. 

Net railway operating income of Class I railroads in the year 1953 
totaled $1,109,434,340, compared with $1,078,312,684 in the preceding 
year. The rate of return earned on average net property investment. 
for the year was 4.18 percent in 1953 and 4.16 percent in 1952. 

For the month of December 1953, net railway operating income 
amounted to $77,917,049 compared with $109,452,504 in December 1952. 





Railway Safety In 1953 


On February 9, 1954 the I. C. C. announced that 21 passengers 
were killed and 598 injured in train accidents in 1953. In 1952 there 
were no fatalities and 277 persons were injured 

Fatalities to employees on duty in 1953 numbered 307, a new low 
on the records of the I. C. C. as compared with 352 in 1952. Those 
employees injured on duty totaled 19,375 in 1953 as. compared with 
20,536 in 1952. 





MISCELLANEOUS 
Atomic Powered Locomotive 


Announcement was made at Salt Lake City, Utah that Dr. L. B. 
Borst, a nuclear physicist and professor of physics at the University of 
Utah, has designed an atomic locomotive. The tentative design is for 
a two-unit 7,000 h. p. locomotive to operate for a year on 11 pounds 
of uranium compound. The blueprinted engine outwardly resembles 
a conventional Diesel locomotive. In its center is a 200 ton protective 
steel shield enclosing a small atomic fuel boiler system. Its estimated 
weight is 720,000 pounds compared to some 900,000 pounds for a four- 
unit Diesel. Estimated cost $1.2 million for the atomic power against 
$600,000 for the four-unit Diesel. 








Motor Transportation 
By Harry E. Boot, Editor 


Attorney, American Trucking Associations, Inc. 





1. C. C. Examiner Recommends No Change In Motor Carrier 
Insurance Coverage 


Examiner James C. Cheseldine, in a proposed report, recommended 
that the present minimum insurance requirements for motor carriers 
and freight forwarders remain the same. These conclusions were con- 
tained in a report in proceedings docketed as Ex Parte MC-5 and Ex 
Parte 159. 

Should the Examiner’s recommendation be adopted by the I. C. C., 
the minimum amounts of required insurance would remain $1,000 for 
cargo loss to property on any one vehicle and $2,000 for loss or damage 
at any one time and place. Bodily injury or death to one person will 
remain at $10,000, and for all persons injured in any one accident at 
$20,000. Insurance for property damage in any one accident will 
remain at $5,000. 

After a detailed discussion of the evidence, the Examiner, in reach- 
ing his conclusion that cargo coverage minimum requirements should 
remain unchanged, stated: 


‘‘The many variables involved make much of the data sub- 
mitted as to cargo insurance of little value in the determination of 
whether the present limits should be increased. * * * the large 
majority of motor carriers and freight forwarders already carry 
cargo insurance in amounts commensurate with their individual 
requirements and a relatively small increase in the present limits 
would serve no apparent useful purpose.’’ 


The Examiner concluded : 


‘‘The present requirements with respect to bodily injury 
coverage already exceed, or compare favorably, with those pre- 
scribed by the states. * * * Evidence as a whole tends to establish 
that the present bodily injury limits are adequate. The same con- 
clusion also appears to be warranted with respect to the present 
property damage limits.’’ 





Application For Coordinated Water-Motor Transportation 
Filed With The Interstate Commerce Commission 


Application was recently filed with the Interstate Commerce Com- 
mission by McLean Trucking Company of Winston Salem, N. C. for 
approval of a coordinated water and land transportation system for 
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transporting highway trailers by way of ships between South Atlantic 
and North Atlantic ports. The coordinated service would grow out of 
a merger between McLean and §S. C. Loveland Company, Inc., of Phila- 
delphia, a ship and tug-barge carrier by water. 

Should the I. C. C. approve the plan, it is expected that four 650 Ft. 
twin screw, turbine driven ships to carry about 240 trailers each will 
be built. The estimated cost of each vessel is more than five and one 
half million dollars. 

It has been estimated that the vessels would require 33 hours for 
a Wilmington, N. C.-New York run and seven hours more to reach 
Providence. The plan does not provide for the drivers to accompany 
the trailers, but the unions have been assured that no employees would 
lose their jobs through the adoption of the new system. 





Small Shipments Case Discontinued by Commission 


A proceeding instituted nearly six years ago on the Commission’s 
own motion which brought forth many cost studies and volumes of 
testimony on rates, charges, rules, regulations and practices governing 
or affecting the transportation of small shipments (weighing 300 lbs. or 
less) by carriers has been discontinued by the Interstate Commerce 
Commission. It was the Commission’s opinion that the changes which 
have occurred in costs and rates of carriers have rendered obsolete much 
of the material it gathered in the lengthy investigation of motor carrier 
. and rail rates on small shipments. The case was docketed as MC-C- 
543 and No. 29556. 


In the Commission’s decision to discontinue the case it stated: 


**While interest has been stimulated by these investigations in 
the problem of small shipment transportation, no constructive pur- 
pose can be attained by undertaking to reach any definite conclu- 
sions from the record or by supplementing the present record 
through additional hearings.” 





Petition Requests |. C. C. To Modify Annual Report Requirements 


The Interstate Commerce Commission has been requested to modify 
its requirements for reporting ‘‘total man hours paid for’’ in quarterly 
and annual reports of Class I Motor Carriers so as to include an ad- 
ditional item, computed on the basis of one payroll period per quarter 
to show ‘‘total man hours actually worked.’’ The petition was sub- 
mitted to the Interstate Commerce Commission at the direction of the 
American Trucking Associations Executive Committee and upon the 
request of The National Committee on Accounting and the A. T. A. 
Industrial Relations Committee. The petition renews the request for 
discontinuance of the ‘‘total man hours paid for’’ requirement but 
recommend that if the Commission continues this requirement, that 
another item is necessary to show ‘‘total man hours actually worked’’ 
in order to avoid confusion and misinterpretation of such figures. 
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The petition maintained that the reporting of wages paid drivers 
and helpers on the basis of hours actually worked would more accurately 
reflect per hour or per day cost and be of value to the Commission, motor 
carriers and other interested parties. It would produce more accurate 
figures for use in any comparison with the earnings reported for em- 
ployees in other industries according to the petition. The petition also 
calls attention to the various pay practices which prevail in the motor 
carrier industry and how such practices tend to distort any figures 
reported on ‘‘total man hours paid for.”’ 





Trucks Haul Major Portion of Tonnage for the Port of Los Angeles 


It has been reported that approximately 70% of all tonnage carried 
to and from terminals at the Port of Los Angeles is handled by trucks. 
In the early history of the Port, the cargo tonnage carried by trains 
predominated, but as long as 20 years ago the transition from rail carrier 
to truck began to be noticeable. The Harbor officials reported: ‘‘The 
motor truck industry is among the foremost activities in the opera- 
tion of a port as is evidenced at the Port of Los Angeles by the fact 
that some 200 motor truck carriers serve the harbor area. Other in- 
dustries related to the Port comprise some 120 steamship companies 
and agents, 24 canneries, 13 lumber carriers and handlers, 66 ship 
building and repair companies, 110 ship chandlers and marine supply 
firms, 8 stevedore companies and other miscellaneous agencies.’’ The 
harbor officials further reported: ‘‘Specialization, improved opera- 
ing methods and communications in trucking activities at the Port of 
Los Angeles have helped motor carriers to give more personalized and 
hourly attention to shippers, shipping and delivery deadlines and to 
the constant flow of port freight traffic.’’ 





Trucking Firms Receive Authority for Fast Tax Write-Offs 


The office of Defense Mobilization recently granted five trucking 
firms certificates of necessity authorizing so-called ‘‘fast tax write-off’’ 
for construction of new truck terminals and expanded facilities. The 
five firms receiving these fast tax write-offs were Riss & Co., of Kansas 
City, Mo., Terminal Warehouse Corporation of Charlotte, N. C., Ander- 
son Motor Service of Indianapolis, Norwalk Truck Line of Norwalk, 
Ohio, and Lee Way Motor Freight of Dallas, Texas. 

The Office of Defense Mobilization emphasized that accelerated 
tax amortization certified by the agency represents investment of private 
capital and does not involve the investment of government funds. Direct 
defense loans are made only when the tax amortization incentive alone 
is not enough to accomplish the necessary industrial expansion, accord- 
ing to the Office of Defense Mobilization. 
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Major Attention Being Given to Trailer on Flatcar Service 


The National Industrial Traffic League has requested the I. C. C. 
to modify a notice of January 6, 1954, which assigned to Division 3 
the handling of Docket 31375—Movement of Highway Trailers by Rail, 
so as to proceed to a declaratory judgment sought by the New York, New 
Haven and Hartford Railroad, to remove uncertainties concerning legal 
relations, limitations and obligations incident to the ‘‘piggy-back’’ 
service. It is the position of the League that the I. C. C. has no general 
rule-making power under Part I of the Interstate Commerce Act and 
‘‘should proceed to a declaratory judgment only without attempting 
a futile internal study and search for possible regulations for which its 
lack of authority is apparent.”’ 

The New Haven railroad sought only the declaratory judgment, but 
in assigning the case to Division 3 of the I. C. C., maintained that the 
end result of the proceeding ‘‘will be somewhat broader than the 
requested proceeding.’’ 

The League’s motion maintained that transportation of highway 
vehicles on railroad flatears is not new or novel and certain questions 
of legality have already been settled by the I. C. C. The League further 
maintained that ‘‘the staff of the Commission are not so informed nor 
able to ascertain the variety of facts with respect to present and pro- 
posed trailer service on flatears as would enable proper consideration 
of the public interest.’’ 

The Illinois-Minnesota Motor Carriers Conference also petitioned 
the Interstate Commerce Commission to order immediate discontinuance 
of ‘‘piggy-back’’ operations of the Chicago and Northwestern Railway 
on the ground that the railroad’s trailer on flatecar services between 
Chicago and Milwaukee and Green Bay, Wisconsin, are ‘‘without 
authority’’ and ‘‘unlawful.’’ The petition, representing 23 motor 
earriers, is under I. C. C. Docket 31375—Movement of Highway Trailers 
by Rail. Division 3 has been assigned the administrative handling of 
petitions by the New Haven railroad and others for a declaratory 
order to remove uncertainties concerning the legal relations, limitations 
and obligations incident to the transportation of highway trailers on 
flatears. 

The Motor Carrier Conference petition asked the Commission to 
issue a declaratory order determining, (1) That the movement of rail- 
road less-than-carload freight in a highway semi-trailer on a railroad 
flatear in intercity service is motor common carriage; (2) That a rail- 
road cannot hold itself out to perform a through service by trailer at 
railroad rates and on railroad bills of lading, furnishing a railroad- 
owned trailer to the shipper, performing the terminal pickup, the line- 
haul on a railroad flatear, and the terminal delivery; and (3) that a 
railroad through proper tariff publication of reasonable rates and charges 
may not hold open a service to a shipper, whereby a shipper’s semi- 
trailer could be moved between railroad terminals by flatcar. 

While the various petitions and motions were being filed with the 
Commission, the President of the New York Central system, in an 
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address before the Traffic Club of Chicago stated, that he did not support 
the view that such operations would be a ‘‘panacea’’ for the congestion 
of highway problem. The railroad official stated: ‘‘Piggy-back isn’t a 
revolution, nor a panacea. Rather, it’s a specialized service which must 
offer advantages both for users and for railroads in order to be success- 
ful. * * * There are some people who advocate piggy-back operation 
as a panacea for highway congestion. That view we do not support 
because we might, for example, take a 75-car train hauling 150 trailers in 
each direction between Chicago and Detroit every night and the balance 
of these trailers on the highways would hardly be noticed at any given 
point between Chicago and Detroit. In our piggy-back consideration, 
relief of highway congestion is no consideration.’’ 





Federal Court Dismisses Attack On Ohio’s Axle Mile Tax 


A three judge federal court, in a two to one decision, held that the 
Ohio law provides a plain, speedy and efficient remedy through the 
courts of the state to consider allegedly excessive tax assessments under 
the Ohio axle mile tax law. The dissenting judge asserted that the three 
judge federal tribunal did have jurisdiction to pass on the constitutional 
question. The tax law under attack provides for a tax of 44 cent per mile 
for three axle vehicles and increases to 21% cents per mile for vehicles of 
five or more axles, and the action was brought by certain truck operators 
maintaining that the law is invalid because of its excessive nature. It 
was also alleged that the tax is unfair, discriminatory and would cause 
financial ruin for many of the carriers. 

The state successfuly maintained that the Ohio law provides that 
where a tax assessment made by the state tax commissioner is considered 
excessive, the taxpayer has a right to appeal to the commissioner for a 
change in the figures, and if that is unavailing, an appeal may be taken 
to the Ohio Board of Tax Appeals and then to the Ohio Supreme Court. 

The two judge majority relied on a provision in the U. 8S. Code 
which states ‘‘The district courts shall not enjoin, suspend or restrain 
the assessment, levy or collection of any tax under state law where a 
plain, speedy and efficient remedy may be had in the courts of such 
state.’’ It is altogether likely that this case will be taken to the United 
States Supreme Court. 
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Water Transportation 


By R. J. Mrrre.sronn, Editor, 


Attorney, Waterman Steamship Corporation 





Will Truck-Ship and Train-Ship Transportation Replace Break-Bulk 
Operator in the Domestic Water Carrier Trades? 


Elsewhere in this section of the Journal, there is reported the 
filing of formal applications by MeLean Trucking Company and Newtex 
Steamship Line, respectively, with the Interstate Commerce Commission 
and the Federal Maritime Board as the first steps in inaugurating 
domestic shipping services which will partially substitute for the alleged 
antiquated break-bulk operator. The concept of transporting rail cars 
on specially designed and equipped vessels or transporting truck-trailers 
aboard vessels in the coastal waters is neither novel nor unique. Seatrain 
Lines pioneered in the establishment of the sea-rail service many years 
ago, and there have been several instances in the past where small 
coastal water carriers have engaged in the transportation of fully- 
loaded truck vans between West Coast ports. The operation of these 
two types of water services on a vast scale and as a substitute for the 
deep-sea type break-bulk carrier services, is, indeed, a challenging and 
sobering conception; challenging to the financial institutions as well 
as to the Federal Government which may be called upon to assist in the 
construction of large new type sea-going vessels as well as the requisite 
special terminal facilities at the coastal ports; challenging and sobering 
the long-established break-bulk operators who already have substantial 
financial investments in deep-sea break-bulk type vessels which are 
presently engaged in the coastwise and intercoastal services. 

Under formal application MC-F-5647, the McLean Trucking Com- 
pany has requested the Interstate Commerce Commission’s approval 
for the purchase of the Atlantic Coastwise operating rights held by S. 
C. Loveland under its I. C. C. Docket No. W-16 as amended. Accom- 
panying this application is an outlined plan of McLean to invest approxi- 
mately $50,000,000 in the construction of four special type deep-sea 
vessels which can accommodate 240 trailers for transportation between 
Atlantic coastwise ports certificated to S. C. Loveland. The vessels to be 
built by Bethlehem Steel Company will permit loading of trailers 
through opening in the ship’s stern. Structural ramps leading to the two 
lower, as well as to the top deck of the vessel will permit tractors to 
pull the loaded trailers into as well as on to the ship. McLean estimates 
that the vessels as designed by Bethlehem with the special terminal 
facilities will allow complete loading of 240 trailers in only four hours. 
The proposed initial new sea-land service of McLean will embrace all 
the origin and destination territory of its own truck line operations 
which include points and places in the southern states of Georgia, South 


—535— 


536 I. C. C. PRACTITIONERS’ JOURNAL 





Carolina, North Carolina and Virginia, and its eastern certificated 
territory, including Massachusetts, New York, New Jersey, Rhode Island 
and Pennsylvania. Initially the ships are scheduled to call at one South 
Atlantic port, probably Charleston, S. C. and two north Atlantic ports, 
namely, New York and Providence. McLean avers that its vessels 
will be glad to accommodate the trailers of other motor carriers, how- 
ever, the successful financial operation of its new proposed service will 
not be dependent upon the transportation of other carriers’ vans. 
According to McLean, construction of the trailer-transport ships by 
Bethlehem—each 650 feet long with a maximum speed of 20 knots an 
hour—would begin as soon as the I. C. C. gives its approval to the 
proposed merger. 

In addition to the proposed new service of McLean Trucking Com- 
pany, the other major plan for modernization of the domestic coastwise 
operations is evidenced by an application filed with the Federal Maritime 
Board by the Newtex Steamship Corporation. Voicing the reasons for 
Newtex’s decision to scrap the present type break-bulk coastwise vessel 
operation, Mr. M. J. Frechie, Executive Vice President of the corpora- 
tion, declared in a recently released prepared statement : 


‘‘The Newtex Steamship Corporation, after eight years of study 
and exhaustive investigation since World War II, has reached the 
firm conclusion that the present type of break-bulk coastwise 
vessel is as outmoded as the clipper ships of former years. Rising 
costs of operation and improvements in other types of transportation 
dictate the need for a new type of coastwise vessel that is com- 
mercially feasible and at the same time militarily acceptable in 
time of war. 


‘*Newtex reached this conclusion only after skill and ingenuity 
had improved the break-bulk coastwise operation to the maximum. 
But that is not good enough to sustain the break-bulk coastwise 
service in the Post War Era.’’ 


Outlining the steps already taken by Newtex and the future plans 
of the corporation which will translate their decision into a reality, 
Mr. Frechie said: 


‘Accordingly, on January 29, 1954, Newtex and its affiliated com- 
panies filed application with the Federal Maritime Board, seeking 
a government mortgage loan, as authorized under Section 509 of 
the 1936 Merchant Marine Act for aid in the construction of two 
TRAIN-SHIPS to be employed in the coastwise trade between 
Houston, Texas and the North Atlantic Ports. 


‘‘Basic data and features of the new TRAINSHIPS is as follows: 


‘““DESIGN. The TRAINSHIP is quite unlike any coastwise vessel 
afloat. It is an ocean going vessel 575 feet in length; 80 feet 
in breadth; of 12,500 gross tons; drawing only 22 feet of water 
fully fueled and loaded; can carry 128 fully loaded freight cars 
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or equivalent in truck trailers; is powered by 15,000 horsepower 
steam turbine engines located aft, with a sustained sea speed of 
not less than 18 knots. 


‘“*The TRAINSHIP will be fitted with flush railroad track on three 
levels and in addition will carry freight cars on deck. The out- 
standing feature of the design is the 100 ton overhead electric 
erane on each ship which will rapidly and safely load and dis- 
charge the freight cars (with contents intact) to or from the 
TRAINSHIP at any pier or wharf provided with apron or marginal 
tracks. Winches and endless wire rope cables are provided for 
moving the freight cars from the cradles forward or aft into 
the stowed position. Rail chocks and jacks are provided to prevent 
motion of the freight cars while the vessel is at sea. 


**In addition to its capacity of 128 fully loaded freight cars, the 
TRAINSHIP will also be fitted with coiled tank capacity for 
10,000 barrels of liquid bulk cargo. 


‘““RATES & ROUTES. For the past seven years Newtex has had in 
effect joint through freight rates and routes as well as through 
bill of lading and waybill arrangements with railroads in the East 
and Southwest. It is not contemplated that there will be any 
change in this respect and Newtex will continue, as at present, 
to provide joint differential rates via joint rail and ocean routes 
between the New England States, New York, New Jersey, Pennsyl- 
vania, Maryland, Delaware, Virginia and eastern portions of West 
Virginia and Ohio on the one hand and on the other Texas, Louisiana 
(west of the river) and fringes of Arkansas, Oklahoma and New 
Mexico. 


‘“SCHEDULES. The first two TRAINSHIPS will provide regular, 
dependable weekly sailings between the North Atlantic ports and 
Houston, Texas. Newtex is presently authorized by the Interstate 
Commerce Commission to provide common carrier coastwise freight 
service between the North Atlantic Ports of Boston, New York, 
Philadelphia and Baltimore on the one hand and on the other the 
Texas ports of Houston and Brownsville. It is not expected that 
Boston and Brownsville will be served initially and service to or 
from New York, at the outset of TRAINSHIP operation, will 
depend upon public demand, ete. 


“‘The time in transit from the North Atlantic Port of departure to 
Houston and from Houston to the first North Atlantic port of 
call will be from 4% to 434 days. 


“‘“FEATURES. The TRAINSHIPS will be able to carry any 
type of freight that can be loaded into or on a box ear, gondola 
car, tank car, dry flow car, flat car or hopper car. The contents of 
the car will not be handled enroute thus removing the possibility 
of pilferage and damage as in the break bulk type of handling. The 
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contents of the car will reach the consignee in factory-fresh con- 
dition and will not require any special sorting or segregation to 
arrange marks, brands, colors, sizes, etc. in the same order as shipped 
by the consignor. Because there will be no physical handling of 
the contents of the freight car, there will be no loss of time at 
the port of discharge to make delivery to the connecting railroad. 
The high speed schedule and regularity of sailings will not be 
disturbed by rain or snow since the cars can be loaded to or dis- 
charged from the TRAINSHIPS during inclement weather.”’ 


From the very successful TRAINSHIP operation which has been 
conducted in the Atlantic-Gulf coastwise trade by Seatrain Lines, Inc. 
for numerous years and from a further development of that joint land- 
sea type operation through actuation of the McLean-Newtex plans, it 
would appear that the future successful and profitable operation of the 
deep-sea vessels in the United States regulated domestic trades, as 
well as the future expansion and greater utilization of rail and motor 
line facilities, might well depend upon an intimate amicable relation- 
ship between the land and water-way services. 





I. C. C. Docket No. W-587 (Sub-No. 27) 
Foss Launch & Tug Co. 


With no opposition to its application for an extension of existing 
operating rights in the above docketed proceeding, the subject carrier 
obtained a favorable decision dated February 10, 1954 wherein Division 
4 of the Commission held: 


‘*Public convenience and necessity found to require extension of 
operation by applicant as a common carrier, in interstate or foreign 
commerce in the performance of a freight-car ferry service by non- 
self-propelled vessels with the use of separate towing vessels between 
Seattle and Eagle Harbor (Bainbridge Island), Wash. Eighth 
amended certificate issued.’’ 





1. C. C. Docket No. I. & S. 6091 
Woodpulp—St. Marys, Ga., to Gilman, Vt. 


By its decision of February 2, 1954, Division 3 of the Commission 
found just and reasonable a proposed rate of the rail lines on woodpulp 
of 77 cents per 100 pounds, minimum 100,000 pounds from St. Marys, 
Ga. to Gilman, Vt. 

This I & S Case, disposed of by Division 3, will undoubtedly be re- 
ported in the Index to Current I.C.C. Decisions of the Journal. Because, 
however, of the interest of the certificated water carriers in this proceed- 
ing, this brief review of the case is considered justified. The facts as re- 
ported by Division 3 are these: By schedules filed to become effective 
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April 7, 1953, the rail carriers proposed for application from St. Marys, 
Ga. to Gilman, Vt. a rate on woodpulp of 77 cents, minimum 100,000 
pounds to alternate with the presently effective rate of 79 cents minimum 
50,000 pounds. On protest of Seatrain Lines, Inc. the rates were 
suspended for the maximum seven months period and thence voluntarily 
suspended by the rail carriers to February 7, 1954. 

On traffic originating at St. Marys, Ga. and destined to Gilman, Vt., 
Seatrain Lines had in effect a rate of 77 cents per 100 pounds, composed 
of 21 cents rail to Savannah and 56 cents water-rail beyond to destina- 
tion. The proposed reduced rail rate would therefore equalize the rail- 
water-rail rate of Seatrain to the penny. 

Division 3, brushing aside the alleged disabilities of the water 
service provided by Seatrain Lines, Inc. pointed out that up until 
August, 1952, all of the movement of this commodity had been via the 
all-rail route, and according to available data for the period May 6 to 
May 20, 1953 about 80% of the traffic had been diverted to the Seatrain 
route. Agreeing that there had been decisions in which the Commission 
found that rates over water routes must be lower than over rail routes 
to permit successful competition, and that water carriers generally 
could not successfully compete with the all-rail routes at an equality of 
rates, Division 3 emphasized that in the instant proceeding, with a 
differential of only two cents, approximately 80% of the traffic was now 
moving over the Seatrain routes and that proportion, according to 
shipper witnesses, could be expected to increase under the present rate 
relationship. Division 3 concluded : 


‘*We believe that a parity of rates would afford the all-rail routes 
and the rail-water-rail routes substantially equal opportunity to 
compete for the traffic.’’ 


It may be consoling generally to the water carriers to note that 
Division 3 further pointed out: 


‘*It should be understood that our conclusions herein reflect our 
judgment of the evidence before us and may not be regarded as 
necessarily indicating that in other circumstances all-rail rates may 
be lawfully reduced to the level of competitive rail-water-rail rates.’’ 





I. C. C. Docket No. W-339 (Sub-No. 5) 
Pacific-Atlantic Steamship Company 


Through the order of Division 4, effective February 15, 1954, in 
the subject proceeding, Pacific-Atlantic was granted temporary author- 
ity to transport about 12 million board feet of lumber from points 
along the Columbia River and in the Newport and Coos Bay, Oregon 
area to Boston, Massachusetts, Providence, Rhode Island, and New 
London, Connecticut. The authority is effective for about four and 
one-half months down to and including June 30, 1954, unless sooner 
terminated by the Commission. 
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I. C. C. Docket No. W-1041 
Isbrandtsen Company, Inc. 


The U. S. District Court for the Southern District of New York 
in Luckenbach Steamship Co., Inc. v. United States, Civil Action 
No. 90-130, entered a final decree on January 29, 1954 dissolving the 
Court Order which stayed the I. C. C.’s Order and dismissed the com- 
plaint of Luckenbach in the aforesaid proceeding. Accordingly, the 
Commission order of September 10, 1953 which granted to Isbrandtsen 
certain authority to engage in the intercoastal trade has now been rein- 
stated by the Commission’s latest order dated February 3, 1954. 





I. C. C. Docket No. W-751 (Sub-No. 13) 
Commercial Barge Lines, Inc. 


In its decision of February 8, 1954, Division 4 of the Interstate 
Commerce Commission found that the subject carrier was fit, willing 
and able and that public convenience and necessity require an 
extension of applicant’s common carrier operations to include the trans- 
portation of motor vehicles and related articles from the ports of im- 
portation, namely New Orleans, La. and Houston, Texas, to Memphis, 
Tennessee, Joliet and Chicago, Illinois, Evansville, Indiana, Louisville, 
Kentucky and Cincinnati, Ohio. 

The only active opposition to the application stemmed from the 
railroads operating in the territory involved. Through evidence adduced 
by these rail lines at the hearing, they demonstrated their ability to 
transport traffic here involved. But the Commission pointed out that 
the available rail service was too costly and would not permit the move- 
ment of traffic from and to the points involved. The Commission 
further stated that there was no direct water carrier service available 
which would permit the supporting shippers to expand their foreign 
vehicle markets into the territories surrounding the river ports that 
applicant proposes to serve. Without the proposed water service, 
Division 4 observed that these shippers would be required to limit their 
markets to the immediate areas surrounding New Orleans and Houston. 
The Division also noted that this would be a new source of traffic created 
by and for the proposed service and there would not, in fact, be any 
diversion of traffic from the existing carriers. ‘‘In the circumstances’’ 
concludes Division 4, ‘‘we are of the opinion that there is a public need 
for the proposed operation and that the authority therefore should 
be granted.’’ 





St. Lawrence Seaway Project 


There is evidence that some progress is being made in bringing the 
St. Lawrence Seaway Bill (S. 2150) on to the House floor for final 
debate and voting within the next four to six weeks. 
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We first note that the Grand Chief Engineer of the Brotherhood of 
Locomotive Engineers, Mr. Guy L. Brown, announced at San Francisco, 
California, on January 30, that in the future his organization will assume 
a role of neutrality with respect to the development of the St. Lawrence 
Seaway. 

It is further noted that the U. S. Court of Appeals for the District 
of Columbia on January 29 held that the Federal Power Commission 
had not exceeded its authority and had justified its authorization of the 
development of the hydro-electric project in the St. Lawrence River. 

The last sign of encouragement to those who are in favor of this 
legislation, was the favorable report by the House Public Works Com- 
mittee on the Seaway Bill, which was shortly followed by an announce- 
ment by House Speaker Joseph W. Martin that the Seaway Bill could 
not be considered in the House before March 1. To the optimistic pro- 
ponents of this legislation, this statement by Mr. Martin is interpreted 
to mean that the legislation would be considered on the floor during 
the month of March. The opposition, however, might very well point 
out that the House Speaker did not specifically indicate how soon after 
March 1 the bill might be taken up. 





Newtex Steamship Corp. Seeks Government Aid 
In Construction of New “Trainship’’ Type Vessels 


On July 29, 1954, the Newtex Steamship Corporation and its 
affiliated companies filed formal application with the Federal Maritime 
Board for a government mortgage construction loan, as specifically 
authorized by Section 509 of the Merchant Marine Act, 1936, for financial 
assistance in the construction of two Train-Ships which will be employed 
in the domestic coastwise trade between Houston, Texas and North 
Atlantic ports. 

Copy of the Line’s application for the government construction 
loan was not immediately available in Washington, D. C. at this writing. 
It is understood, however, that complete copies of the voluminous docu- 
ment are available for inspection by interested parties at the New 
York, Philadelphia, Baltimore and Houston offices of the Newtex Line. 





1. C. C. Docket No. W-1055 (Sub-No. 1) 
Alaska Freight Lines, Inc., Common Carrier Application 


The above-entitled proceeding is assigned for oral argument on 
March 26, 1954, at 10:00 o’clock a. m., United States Standard time, at 
the Office of the Interstate Commerce Commission, Washington, D. C., 
before Division Four. As reported in the February issue of the Journal, 
the Proposed Report by Examiner Claude A. Rice recommended denial 
of Applicant’s requested authority in the Gulf-Intercoastal trade on 
the ground that the proposed operation was not proven to be economically 
practicable. 
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I. C. C. Docket No. W-929 (Sub-No. 1) 
Hardy Lines Common Carrier Application 


Having previously filed its report and order in No. MC-F-5187, 
approving the purchase by Thurston Crawford, DBA River Transit 
Company, of the operating rights of R. Frank Hardy, DBA The Hardy 
Lines, the Commission, through Division 4, has now issued its amended 
certificate and order dated February 10, 1954, authorizing River Transit 
Company as a common carrier ‘‘by non-self-propelled vessels with the 
use of separate towing vessels in the transportation of commodities 
generally, and by towing vessels in the performance of general towage, in 
interstate or foreign commerce, between ports and points along the 
Apalachicola River and its tributaries, and between those ports and 
points, on the one hand, and, on the other, ports and points along the 
Gulf Intracoastal Waterway from Apalachicola, Fla., to New Orleans, 
La., inclusive. ’’ 

At the same time, Division 4, through order dated February 10, 
1954, cancelled the contract carrier by water permit held by River 
Transit Company for the transportation of pulpwood and logs from ports 
and points on the Apalachicola, Chattahoochee, and Flint Rivers, and 
their tributaries and the Gulf Intracoastal Waterway between Mobile, 
Ala., and Carrabella, Fla., inclusive, to Port St. Joe and Apalachicola, 
Fla., and Mobile. 





In the Matter of the Application of Malcom P. McLean, Control; 


McLean Trucking Co., Control and Merger—S. C. Loveland, Inc. 


Under the foregoing title, the Interstate Commerce Commission has 
docketed as MC-F-5647 the application for authority under Section 5, 
Interstate Commerce Act, of McLean Trucking Co., to acquire control 
of S. C. Loveland, Inc., water carrier, through ownership of capital 
stock and to merge the two corporations. Motor carrier rights presently 
held by McLean embracing the States of Georgia, Virginia, North 
Carolina, South Carolina, Pennsylvania, New Jersey, New York, Rhode 
Island and Massachusetts are set forth in detail in its certificate MC- 
31389, as amended. Water carrier rights held by S. C. Loveland are 
detailed under its certificate Docket W-16, as amended. 

The application under the aforesaid Finance Docket number com- 
prises 99 legal-size printed pages, sets forth the complete financial status 
of both corporations and the detailed terms of agreement under which 
McLean will acquire the stock and physical property of Loveland. Among 
other items of interest, the application lists the transportation equip- 
ment owned, leased or operated by McLean to be: 170 trucks, 531 
tractors, and 752 semi-trailers; and the property of S. C. Loveland to 
be acquired as: 2 tugs, 5 steel barges, 2 wooden scows, one repair and 
equipment barge, and certain waterfront property located in Delran 
Township, New Jersey. 
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As of this writing, no notice has as yet issued from the Interstate 
Commerce Commission setting the application for public hearing. 





Seatrain Operations 


In a supplemental order in I & S 5979 involving routing restrictions 
over Seatrain Lines, Inc., also embracing Docket 30954, the Commission 
has overruled motion by Seatrain and Pennsylvania Railroad for produc- 
tion of additional testimony and documentary evidence, and has ordered 
that briefs in these proceedings may be filed by the parties on or before 
March 5, 1954. A proposed report will be issued by the examiner. 





Water Traffic 


The Corps of Engineers of the United States Army has reported 
all-time records during 1953 on three waterways. 

The Great Lakes carried 256,000,000 tons; 120,481,596 tons were 
moved through the ‘‘Soo’’ locks; and the Illinois Waterway moved 
18,500,000 tons. 
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0. Regulations 
06. Commission Jurisdiction 


Commission is without power to award reparation under Part II of the Act, 

but does have jurisdiction to make an administrative determination of the lawful- 
ness of rates charged on past shipments, citing Bell Potato Chip Co. v. Aberdeen 
Truck Line, 43 M. C. C. 337. MC-C-1378, J. I. Case Co. v. Rock Island Transfer & 
Storage Co., ........ _ © a ee , Feb. 1, 1954, Div. 2. | , 
: eld, there is no evidence that any emergency exists which requires the estab- 
lishment of certain routes or rates sought in the interest of the national defense. 
Should an emergency arise, Commission has ample authority, under Section 15 (4) 
of the Act to require at once the establishment of such through routes and joint 
rates as may be temporarily — No. 30995, United States of America v. 
Atlantic Coast Line R. Co., ........ Legis Wie Gewese , Feb. 1, 1954, Commission. 


07. Administrative Procedure 


_ The filing of an informal complaint without naming the person on whose behalf 
it was filed did not toll the statute of limitations, citing Carlton v. Michigan Central 
06 1. C. C. 541. No. 31204, Colonial Lumber Co. v. Reading Co., ........ 

, Jan. 29, 1954, Div. 3. 


10. Carriers 
16. Corporate Reorganization 


Acquisition of properties by successor in reorganization approved and authority 
granted for issue of securities, and for the assumption of obligations and liabilities 
in reorganization. F. D. 14720, Wisconsin Central Ry. Co., Reorganization, not to 
be printed, Feb. 16, 1954, Div. 4. : 

Prior report modified so as to permit protective committee to solicit authoriza- 
tions and advances from holders of preferred stock of railroad, and to use, employ 
and act under and pursuant thereto. F. D. 9918, Missouri Pacific R. Co. Reorgani- 
zation, not to be printed, Feb. 18, 1954, Div. 4. 


20. Franchises 
21. Necessity 


Agia found to have failed to show that they are fit, willing and able in 
view of previous unlawful operations. MC-113350, Walter F. Bridges and Ruth M. 
Bridges Common Carrier Application, not to be printed, Jan. 21, 1954, Div. 5. 
eld, resulting dual operations under common control upon granting of con- 
tract carrier application, will be consistent with the public interest and the national 
transportation policy. MC-113645, Texas Auto Transports, Inc., Contract Carrier 
Application, ........ M. C. C. ........ , Feb. 3, 1954, Div. 5. ‘ ‘ 

The Commission has consistently refused to adjudicate questions relating to 
Section 411 (c) in application proceedings, citing Your Freight Forwarder, Inc., 
Freight Forwarder Application, I. C. C. 425. FF-220, River Forwarders, Inc., 
Freight Forwarder Application, 1. C. C. ........, Feb. 10, 1954, Div. 4. ; 

nied, since no —- made that existing transportation facilities are in- 
adequate to meet the reasonable needs of the “a. C-113827, Jobn M. Walker 
Contract Carrier Application, not to be printed, Feb. 4, 1954, Div. 5. 


GRANTED IN PART 


MC-113996, Sub 1, T. C. Dunlevy Contract Carrier Application, not to be 
printed, Feb. 9, 1954, Div. 5. 
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DENIED FOR FAILURE OF PROOF 


MC-113244, a H. Dove “~ W. C. White Common Carrier Application, not 
to be ‘a Jan. 8 1954, Div. 5. 
MC-112901, Earl Hardin and J. B. Hardin Common Carrier Application, not 
to be printed, Jan. 21, 1954, Div. 5. 
MC-113694, Charles Kenned a Dave Kennedy Common Carrier Application, 
not to be printed, Feb. 4, 1954, Div. 5. 
1954 Bie . Sid Sleeth Cane Carrier Application, not to be printed, Feb. 4, 
mar MCI He 18, vt eee McFarland Contract Carrier Application, not to be printed, 
e 
MC-113178, Henry C. Kirk Contract Carrier Application, not to be printed, 
Feb. 11, 1954, Div. 5. 


22. Quality 


Defendant found unlawfully to have converted its operations from those of a 
contract carrier to those of a common carrier by motor vehicle and ordered to 
cease and desist, citing Craig Contract Carrier Application, 31 M. C. C. 705 and 
Transportation Activities of Midwest Transfer Co., 49 M. C. C. 383. MC-C-1354, 
Motor Ways Tariff Bureau v. Steel Transportation Co., Inc., =. & & 

Jan. 20, 1954, Div. 5. 


24. Extensions 


Seriousness of unauthorized operations found mitigated by extenuating circum- 
stances os applicants acted in good faith, MC-54348, Sub 1, Milo Kunau 
1% 


Extension—Fertilizer, not to be printed, Jan. 19, 1954, Div. 5. 

In order to accomplish the purpose of the application, Commission will con- 
~ it amended to conform to the proof with respect to return authority. Granted 

= em. MC-101756, Sub 2, Clark Brink Extension—Playground Equipment, not 

e printed, ie 25, 1954, Div. 5. 

Withdrawal of all motor carrier opposition is a strong indication that the in- 
volved motor carriers will not be adversely affected by the grant recommended by 
the examiner. 

Held, dual contract-common carrier authority may be held consistent with 
the public interest and the national transportation policy where the commodities 
authorized to be transported are different and would be transported on behalf of a 
different type of shipper. MC-68807, Sub 17, ae : . Herr Extension— 
Pennsauken Township, not to be printed, Feb. 9, 1954, Div. 5. 

Although the Commission does not require specific proof of a need for the 
transportation of each and every commodity in a particular class Fn granting 
—s for the entire class, and does not require proof of a need for service to 
each and every point in a territory before granting authority to serve all points 
in the territory, a representative showing is required in each instance. MC-42261, 
Sub 30, Langer Ne ng: a4 Extension—Liquid Commodities In Bulk, not to 
be printed, Feb. 2, 1954, Div 

The term “N.O.I.” has no place in a grant of 
Garrett Freightlines, Inc. Extension A.E.C. Arco, MC-263, 

June 4, 1953. MC-42487, Sub 236, Consolidated Seckdineen ‘7 Extension—A.E.C. 
Arco, not to be printed, Feb. 11, 1954, Div. 5. 

Granted, with restriction against the stringing and picking up of pipe in con- 
nection with main or trunk pipelines, as distinguished from branch or feeder lines. 
MC-98527, Sub 1, J. C. Gauvey Extension—Williston Basin, not to be printed 
Feb. 10, 1954, Div. 

Granted in part, with restriction against tacking. Holding of dual authority 
approved. MC-107515, Sub 93, Refrigerated Transport Co., Inc., Extension—St. 
Louis, Mo., not to be printed, Feb. 12, 1954, Div. 5. 
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Granted with conditions. MC-66562, Sub 1133, ayn = Express Agency, Inc 
Extension of Operations—Toms River, N. J., not to be printed, Jan. 18, 1954, Div. 5. 

Granted with restriction against tacking. MC-110698, Sub 17, Miller Motor 
— of North Carolina, Inc., Extension—New York, not to be printed, Feb. 12, 1954, 

iv 

Application denied without prejudice to the filing of a petition for reconsidera- 
tion and for further hearing for the purpose of presenting additional facts as to the 
identity of the commodities proposed to be transported under the authority sought 
herein. MC-110525, Sub 185, Chemical Tank Lines, Inc., Extension—East Liverpool, 
Obio, not to be printed, Feb. 12, 1954, Div. 5. 


GRANTED 


W-587, Sub 27, Foss Launch & Tug Co. Extension—Eagle Harbor, not to be 
oa Feb, 10, 1954, Div. 4. 


09, Sub 4, Tidewater-Shaver Barge Lines Extension—Snake River, not to be 
olan Feb. 11, 1954, Div. 4. 

MC-107906, Sub 9, Transport Motor Express, Inc., Extension—Latrobe, Pa., 
not to be printed, Feb. 10, 1954, Div. 5. ‘ 

W-751, Sub 13, Commercial Barge Lines, Inc., Extension—Automobiles Nortb- 
bound, . .C.C. ......., Feb. 8, 1954, Div. 4 


GRANTED IN PART 


“ on Dee Sub 5, Reed Lines, Inc., Extension—Lagro, not to be printed, Jan. 

MC-111008 (Sub 2) Jesse oe Jr., Extension—Salt and Salt Products, not to 
be printed, Jan. 26, 1954, Div. 5. 

MC-111422, Sub 1, ae ag D. Anderson Extension—Additional Points, not to be 
printed, Feb. 2, 1954, 

MC-110420, Sub "' walt Milk Service, Inc., Extension—Corn Syrup, not to 
be printed, Feb, 3, 1954, v5. 

MC- Sub 10, ‘dese Freight Lines, Inc., Extension—20 States, not to be 
printed, ib. % 1954, Div. 5. 


DENIED FOR FAILURE OF PROOF 


MC-96424, Sub 1, — E. Harr Extension—Additional States, not to be 
— Jan. 15, an tak 3 

MC-52657, b 448, yt Auto Carriers, Inc., Extension—Trailers, not to be 
printed, Jan. 21, S054, Div. 5. 

MC-40858, Sub 4l, The Silver Fleet Motor Express, Inc., Extension—Ten Miles 
of Columbus, Obio, not to be printed, Jan. 22, 1954, Div. 5. 

MC-59523, Sub 34, Spanish Trail Transport, Inc., Extension—Atlanta, Ga., 
not to be printed, Jan. 26, 1954, Div. 5. 

MC-95540, Sub 204, Watkins Motor Lines, Inc., Extension—Alabama, Georgia, 
and Florida, not to be printed, Feb. 1, 1954, Div. 5. 

MC-75527, Sub 7, Milton f Lahn Extension—South Connellsville, Pa., not to 
be — Feb. 2, 1954, Div. 5. 

MC-106675, Sub s Henry E. Vandergraff Extension—Vegetable Oils, not to be 
printed, Feb. 2, 1954, Div. 5. 

MC-112854, Sub 2, Peter Hollebrand Extension—Frozen Fruits, not to be printed, 
Feb. 2, 1954, Div. 5. 

MC-52770, Sub 7, Merrill M. Pregler and Louise J. Fosse Extension—Dairy 
Products, not to be printed, Feb. 3, 1954, Div. 5 A ae 

MC-107055, Sub 2, H. R. Persinger, Extension—Virginia and West Virginia, 
not to be printed, Feb. 15, 1954, Div. 5. 

MC-107952, Sub 31, Clarence Rufus Miller Extension—New York, not to be 
printed, Feb. 15, 1954, Div. 5. 

C-107952, Sub 32, Clarence Rufus Miller Extension—Lebanon, Pa., not to be 
pointes, Feb. 15, 1954, Div. 5. 
MC-20699, Sub 3: Rahway Motor Freight Lines, Inc. Extension—Tanks, not to 

be printed, Feb. 15, 1954, Div. 5. 
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24.1. Alternate Routes 


Granted, but operations restricted to shipments which applicant receives from 
or delivers to a consignor, consignee or connecting carrier at points in four specified 
states. MC-42487, Sub 261, Consolidated Frei ~~; s, Inc., Extension—Alternate 
Route Calif. to Sacramento, not to be printed, 0, 1954; Div. 5. 


GRANTED IN PART 


MC-75320, Sub 33, Campbell mg ix Express, Inc., Alternate Route—Missouri, 
not to be printed, Feb. 2, 1954, Div. 


DENIED 


MC-52709, Sub 50, Ringsby Truck Lines, Inc., Extension—Alternate Route— 
Kansas, not to be printed, Jan. 26, 1954, Div. 5. 

Denied as constituting new service. MC-67646, Sub 35, Hall’s Motor Transit 
Co. Extension—Alternate Route—Between Franklin, Pa., and ‘Cleveland, Obio, not to 
be printed, Jan. 21, 1954, Div. 5. 


29. Abandonment 


AUTHORIZED 


4.95 miles. F. D. a Oregon Short Line R. Co. Abandonment, not to be 
prince, Jan. 28, 1954, Div. 4 


095 miles. F. D. 18230, Sylvania Central Ry. Co. Abandonment, not to be 
printed, Feb. 15, 1954 Dons 


2.988 miles. F. D 18923" Western Maryland Ry. Co. Abandonment, not to be 
printed, Feb. 15, 1054, Div. 4. 


2.446 miles. F. D. 18361, Denver & Rio Grande Western R. Co. Abandonment, 
not to be printed, Feb. 16, 1954, Div. 4. 


DENIED 


1.43 miles. F. D. 18122, Lehigh Valley R. Co. Abandonment, not to be printed, 
Feb. 17, 1954, Div. 4. 


30. Finances 
34. Purpose 
EQUIPMENT TRUST CERTIFICATES 


F. D. 18369, Virginian Ry. Co. Equipment Trust Certificates, not to be printed, 
Jan. 21, ee Div. 4. Net interest cost—2.8%. 


F. 18398, Great Northern Ry. Co. Equipment Trust Certificates, not to be 
an “Fey 4, 1954, Div. 4. Net interest cost—2.85%. 


' 18397, Southern Pacific Co. Equipment Trust Certificates, not to be 


printed, Feb. 15, 1954, Div. 4. Net interest cost—2.80%. 
F. D. 18413, New York, Chicago & St. Louis R. Co. Equipment Trust Certifi- 
cates, not to be printed, Feb. 15, 1954, Div. 4. Net interest cost—2.75%. 
D. 18411, Pennsylvania R. Co. Equipment Trust Certificates, not to be 
printed, Feb. 18, 1954, Div. 4. Net interest cost—2.84%. 


STOCK 


F. D. 18383, Minneapolis & St. Louis Ry. Co. Stock, not to be printed, Feb. 4, 
1954, — > 4. stock dividend. 


F 4, Spokane International R. Co. Stock, not to be printed, Feb. 17, 
1954, Div. ¥ Ko reimburse treasury and provide working capital. 
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F. D. 17784, Pacific Intermountain Express Co. Stock, not to be printed, Feb. 
18, 1954, Div. 4. To prevent dilution of existing stock options. ; 

F. D. 18395, Pacific Intermountain Express Co. Stock, not to be printed, Feb. 
18, 1954, Div. 4. Stock dividend. 


BONDS 


F. D. 18399, Portland Terminal Company Bonds, not to be printed, Feb. 9, 1954, 
Div. 4. To retire short term notes. 


40. Operations 
41. Methods and Practices 


Held: 1. Extent to which funds of Railway, Bus Company and subsidiaries were 
used by the officers named as respondents for salaries, expenses, and fees was in- 
ordinate, extravagant, and, in many instances wasteful, in violation of the letter 
and spirit of Section 15a of the Act. 

The amounts charged as expenses by officers generally were not recorded in 
the accounts and records with explanations to indicate their nature and purpose, 
as required by Commission’s accounting regulations applicable to rail and motor 
carriers. 

3. Costs of maintaining certain leased premises said to have been incurred for 
the benefit of the Railway were charged to and reported by the Bus Company, in 
——— of Commission accounting and reporting regulations, and Section 20 
of the Act. 

Certain other practices held in violation of Act or Commission’s regulations 
are questionable. Recommendations made for amendment of the Act so as to afford 
as complete protection to investors in railroad securities as is practicable so as to 
make the accounting and reporting requirements of Section 20 (and related sec- 
tions) applicable to all carrier subsidiaries; and so as to make the provisions of 
Section 20a (and related sections) applicable to the securities of subsidiaries. 
No. 30980, Investigation of Practices of Norfolk Southern Ry. Co. and Norfolk 
Southern Bus Corp., ........ JS gee , Feb. 1, 1954, Commission. 


50. Services 
56. Accessorial 
Held, record is not convincing that it is necessary to discontinue the inspection 
of grain at Minot, N. Dak., in order to improve the congested conditions of the 


yards at that — in view of possibility of expansion of the yards. I & S 6031, 
Inspection of Grain at Minot, N. Dak., ........ i lt ae , Feb. 1, 1954, Commission. 


60. Charges 
61. Rate Making 


Revised agreement approved. Section 5a App. 36, Wearing Apparel Carriers— 
Agreement, not to be printed, Jan. 28, 1954, Div. 2. 


63. Commodity Classification 


When, as here, the component parts, together with the main portion of the 
complete article, are offered as one shipment, under one bill of lading, the freight 
charge calculated upon a rating for the complete article is applicable. In such 
instances, the separated parts in the shipment merge into the complete article. 
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The determining factor is whether the considered shipments included substantially 
all the parts of a power pump. The disposition made of the contents of the ship- 
ments at destination is unimportant. No. 31183, Dresser-Stacey Co. v. Abilene & 
Southern Ry. Co., > av » Feb. 12, 1954. Div. 3. 


64. Rate Structure 


Where protestant railroads urge unlawfulness of minimum weights which exceed 
the car rying capacity of respondents’ vehicles, and respondents contend that the 
proposed volume minima are justified because of railroad competition, neither con- 
tention expresses the sole consideration in determining the lawfulness of the pro- 
posed rates. Rates based upon the pattern of those here in issue would militate 
against the attainment of stability of the rate structure in the interest of orderly 
development of commerce. If carrying capacity of motor vehicles is controlling 
on minimum weights there would be little chance to unify or coordinate minimum 
weights on the same swag mg: A in any rate making area. Until greater standardi- 
zation of motor vehicles is achieved, a policy of gearing minimum weights solely 
to carrying capacities of vehicles ‘might hamper efficient transportation service. On 
the other hand, gearing of minimum weights exclusively to competition fails to 
give recognition to the inherent advantages of each type of transportation. 

Minute gradations in minimum weights would unnecessarily complicate the 
tariffs and the processes of computing freight charges. It tends towards wasteful 
use of equipment by encouraging many different sizes of shipments irrespective of 
commercial or transportation requirements and without significant regard to the 
cost of handling such shipments. Adoption of unnecessary alternative minima 
might also deprive the carriers of reasona able revenues and create injurious discrimi- 
nations among shippers. H & S M-4362, Liquors—Lawrenceburg, Ind. to South, 

ee , Jan. 18, 1954, Div. 2. 

Complainant ee nae that since the defendant’s service from its yards to the 
unloading tracks consists of one movement of multiple cars, the per car charge is 
unreasonable. It urged that while the per-car charge may be reasonable for the 
movement of a single car to an unloading siding, it is unreasonable for movements 
consisting of five or more cars. Held, the most practical and nondiscriminatory 
manner of publishing charges is on a per car am citing National Casket Co. v. 
Southern Ry. Co., 31 1. C. C. 678. No. 31258, T. L. James & Co., Inc. v. Louisiana 
& Arkansas Ry. Co., Bs Sas ee , Feb. 5, 1954, Div. 3. 


65. Rate Level 


Rates on superphosphate, not ammoniated, in bulk in carloads, held unreason- 
able to extent they exceed rates on the basis set forth in item 20, or reissues thereof, 
of the Spaninger tariff, minimum 100,000 pounds, to which may be added the 
general increase authorized in Ex Parte No. 175. No. 31024, Missouri Farmers 
age Inc. v. Alabama Great Southern R. Co., i, eee , Jan. 14, 1954, 

wv. ae 

Commission is not warranted in requiring reductions in rates solely for the 
purpose of meeting competition. However, it may fairly be concluded that the 
rail rates on hay have increased to such an extent that the free movement of the 
traffic has been retarded. Commission is required to give consideration, among 
other factors, to the effect of rates on the movement of traffic. Held, assailed rates 
should not exceed 25% of the No. 28300 first class ae No. 30976, National Ha 
Assoc., Inc. v. Aberdeen & Rockfish R. Co., at , Jan. 15, 1954, Div. 

Assailed rates on reinforced cement slabs, in carloads, from Hammond, Ind. 
held unreasonable to extent they exceed $4.07 pet net ton, plus the Ex Parte No. 175 
increases as authorized, minimum 60,000 pounds, to Warren, Mich., and $3.30 per 
net ton, plus the Ex Parte No. 175 increases as authorized, minimum 60,000 pounds, 
to Terre Haute, Ind. No. 31080, Federal Cement Tile Co. v. Indiana Harbor Belt 
| eo F< ee , Jan. 18, 1954, Div. 2. 

Assailed rates on corundum ore and emery ore, in carloads, found not shown 
to have been unreasonable. No. 31096, Washington Mills Abrasive Co. v. New York 
o "| £2 See & 4 eee : Jan. 18, 1954, Div. 2. 
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Commission has recognized that rates continued in effect over a long period of 
time, in the absence of extenuating circumstances, can become maximum reasonable 
rates, but the principle generally has been confined to rates on domestic traffic or 
to rates on foreign traffic no lower than the domestic rates. To apply the theory 
here that existing export rates reflect a maximum reasonable level for export ship- 
ments through Corpus Christi would result in dual maximum bases on the same 
traffic between the same points over the same routes without adequate evidence of 
justification therefor based on transportation conditions. No. 31098, Nueces County 
i ha Sy a No.1 v. Abilene & Southern R. Co., ........ 5 ae ake , Jan. 

Rates on sheet iron or steel cans, tinned, found not shown to have been un- 
reasonable where presumption of unreasonableness raised by maintenance of rate 
basis for long period, then rate basis raised for short period and subsequently volun- 
tarily reduced to former basis held rebutted. No. 31200, = tx eae Brewing Co. 
ae ate Milwaukee, St. Paul & Pacific R. Co., ........ 1. C. CG. 2... , Jan. 19, 1954, 

iv 


Rates for sn ag my of two truckloads of concrete, sand, and mortar mix 
found not shown to have been unjust and unreasonable or otherwise unlawful. 
MC-C-1412, Associated Products Corp. v. Arrowhead Freight Lines, Ltd., ........ 
M. C. C. ........, Jan. 19, 1954, Div. 3. 

Assailed rates on shipments of graders and tractors combined held not shown 
unreasonable; on straight carload shipments of tractors and tractor parts the charges 
at the rates assailed were unreasonable to extent they exceeded charges which would 
have accrued at rates based on the Docket No. 28300 concurrent sixth-class rates, 
minimum 20,000 pounds on tractors and 24,000 pounds on parts. No. 31139, South- 
east Ford Tractor Company v. Atlanta & West Point R. Co., ........ ae Se en . 
Jan. 21, 1954, Div. 2. 

It does not ee follow, because paper milk bottles could not be loaded 
to the minimum, that the applicable charges were unreasonable. Generally the 
reasonableness of charges cannot be determined upon consideration solely of the 
minimum weight apart from the level of the rate. No. 31248, Datson Dairies, Inc. 
v. Atlantic Coast Line R. Co., et all, ........ .& &W.. » Jan, 25, 1954, Div. 3 

Proposed reduced all-rail rate on barytes ore, in carloads, found just and reason- 
able. J & S 6115, Barytes from Missouri Points to Charleston, W. Va., 
sis , Jan. 26, 1954, Div. 3. 

Rates charged on baled cotton, in carloads, held applicable and not ge 
or he wer No. 31052, Anderson, Clayton & Co. v. Missouri Pacific R. Co., 

eG. Jan. 27, 1954, Div. 2 

Rates on imported wool in the grease, in machine-pressed bales, in carloads, 
held unreasonable to extent they exceed rates on the exceptions bases published from 
and to the same points, namely class 52, minimum 24,000 pounds, and 80 percent 
of the class 52 rates, minimum 40,000 pounds, plus general increases authorized in 
Ex Parte No. 175, subject to rule 34 of the = No. 31144, Magee Carpet 
Co. v. Reading Co., ........ a ae , Jan. 28, 1954, Div. 2. 

Assailed rates on feeder cattle, in carloads, found not shown unreasonable or 
unduly prejudicial. No. 31187, Frank Hunter v. Chicago & North Western Ry. Co., 
ahsas Bt. & , Jan. 28, 1954, Div. 2. 

Assailed rate on carload shipment of crop ends found applicable and not shown 
unreasonable. No. 31211, Erman-Howell Division, Luria Steel & Trading Corp. v. 
sg Milwaukee, St. Paul & Pacific R. Co., ........ 1 Se Gy i. SR 2, OM, 

iV 


Rates charged on on of iron and steel articles found not unjust and 
unreasonable. MC-C-1378, J. I. Case Co. v. Rock Island Transfer & Storage Co., 
oat me. & Feb. 1, 1954, Div. 2. 

Proposed all-rail rate on ulpwood on parity with rail-water-rail rates held 
just and reasonable. | & S 6091, Woodpulp—St. Marys, Ga., to Gilman, Vt., ........ 
1. C.C. ......., Feb. 2, 1954, Div. 3. 

Relief from Section 4 will not be authorized to permit the establishment of 
any rate lower than necessary to meet competition, and, here, relief denied where 
re indicates that 2 competition is speculative, and in any event, potential. 
F.S.A 2 wie Ro | ashing Compounds to New Orleans, La., ........ oe »- 
Serta e 
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Held, Class 45 rates charged on DDT and benzene hexachloride were not in 
excess of maximum reasonable rates. No. 31109, Food Money & Chemical Corp. 
v. N. Y. Central R. Co., Ki o@ af Feb. 3, 1954, Div 

Rates on crate material, in carloads, held unreasonable for future. No. 31097, 
oe, — & Box Co. v. Aroostock Valley R. Co., ee otf #4 , Feb. 4, 

iV 

Rates on potatoes, in carloads, found not shown unreasonable or undul pre 
pea No. 31261, Grand Union Co. v. Erie R. Co., ........ .& & 

In future years a large proportion of the iron ore used in this country will 
originate in foreign countries. This iron ore is and will be an important factor in 
national defense. Especially in case of national emergency, it is highly desirable 
that the needs of the steel industry be not jeopardized by orced reliance upon one 
port which could be incapacitated through congestion or other cause, and that, 
in the interest of national defense, Philadelphia and Baltimore be placed on a 
rate parity on imported iron ore as proposed in the schedules filed to become effec- 
tive on February oe 1953. Such a | mere would not result in undue preference or 
prejudice. I] & S 6074, Iron Ore, Eastern Ports to C. F. A. Points,  & 

Feb. 5, 1954, bie 2. 

Rate charged on bituminous coal, in carloads, found not unreasonable or undul 

oy No. 31195, Continental Coal Co. v. Chicago, Milwaukee, St. Paul 
acific R. C ae iat » Feb. 5, 1954, Div. 3. 

Assailed ‘cn on dried sheep manure, in carloads, found not unduly unde plus the 
but unreasonable to extent they exceed 39 cents, minimum 80,000 pounds, plus the 
increases as authorized in Ex Parte No. 175. No. 31216, The oie. H. Lilly Co. 
v. Great Northern Ry. Co., 1. G. Feb. 5, 1954, Div. 3 

Rates on meat scraps, dried, in carloads found not shown to have been or to be 
unreasonable, except in period ‘May 30, 1952 to Jan. 14, 1953, to extent such rate 
exceeded 83 ann vate cad Valcar Emon ises, <‘ v. Chicago, Burlington & 


—Wash., Va., and Md. Coach Co., : ceenees 1 Yd ae 8, 1954, Div. 2. 
Proposed increased commutation fares held. not shown just and reasonable to 
extent 5! exceed aoe specified in report. J & S 6131, Fares—Chicago, South 
Shore & South Bend R . %. G. » Feb. 11, 1954, Div. 2. 
Truck-mile revenues based upon the minimum weight, without evidence of 
vehicle capacity and cost data, aid little, if any at all, in the determination of the 
hich d d little, if ll, he d f th 
ear yA character of the proposed rate. 1 & S M-5111, Various Commodities 
id-Atlantic States, M. C. C. ........ Feb. 12, 1954, Div. 3. 
Rate on power-shovel arts, in carloads, found unreasonable to extent it exceeds 
50 cents. No. 31272, Ayrshire Collieries Corp. v. Chicago & North Western R. Co., 
..% , Feb: 12, 1954, Div. 2. 


65.1. Demurrage Charges 


Tariff provided that, when a specially-designated public ee! yard is occu- 
e 


pied fully, notice be sent or given the consignee that delivery will made at the 
Nearest available point to the consi , Naming the point. No such point was 
named in the notice given by defendant. Held, while naming such a point might 
have been futile in view of comeiolennt’s letter to the defendant specifying the 
public delivery yard, nevertheless the tariff required the naming of a nearest avail- 
able point, and that requirement could not be waived, citing Northern Pac. Ry. Co. 
v. Van Dusen Harrington Co., of F. 2d 394, inter alia. No. 31204, Colonial Lumber 
Co. v. Reading Co., LCc .» Jan. 29, 1954, Div. 3. 
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Demurrage charges to extent of penalty element held unreasonable where delay 
in unloading was due to strike of independent contractor or employes over whom 
complainant had no control. Demurrage charge held not unreasonable where com- 
plainant had ample time prior to shi a to cancel the order or defer shipment 
thereunder. No. 31253, Trojan P. 1 Co. v. Missouri Pacific R. Co. (Guy A. 
Thompson, Trustee), Je of, , Feb. 12, 1954, Div. 2. 


66. Joint Rates and Divisions 


Where a comparison is made of separately established rate p= by shipper on 
oie traffic beyond East St. Louis and the unpublished division of a joint 
through all-rail rate received by the rail carriers for the transportation beyond 
East St. Louis, on ex-rail traffic moving from the same origin to the same destina- 
tion, the comparison is of unlike thin Basically divisions of joint rates are the 
result of contractual arrangements Between ee they are not “rates” or 
“charges” as those terms are used in Section 3 @ of the Act, distinguishing 
Western Pacific R. Co. v. Southern Pac. Co., 55 1. C. C. 71. No. 30731, American 
Barge Line Co. v. Chicago & Eastern Illinois ial A}, ews , Jan. 19, 1954, 
Commission. 

Dissatisfaction with divisions does not constitute justification for cancellation 
of joint rates or routes. Joint routes held not unduly circuitous or illogical and 
respondent held not to have shown that cancellation of certain joint rates would 
be consistent with the public interest. Such cancellation would result in unlawful 
discrimination be connecting lines. A. & S 6024, Routing, Birmingham-Mont- 
gomery, Ala., L. & N.—Frisco, Ay & 2 Saeeiill , Jan. 26, 1954, Div. 3. 


68. Discrimination 


Assailed rates on grain and grain products, in carloads, held unduly prejudicial 
to Corpus Christi and unduly preferential of Galveston, Houston, and other Texas 
ports to the extent that the rates to Corpus Christi exceed those to Galveston and 
Houston. No. 31098, a a County Navigation + No. 1 v. Abilene & 
Southern R. Co., ai an. 19, 1954, 


Rule 10 of the soos freight daaliewion governing charges on mixed 
ul 


carloads held unduly prejudicial to the complainants and unduly preferential of 
their competitors in territories east of mountain-Pacific territory to the extent that 
the assailed rule provides (1) on traffic within mountain-Pacific territory and be- 
tween that territory and Western Trunk-line and Southwestern territories for less 
liberal mixing privileges on the same commodities than the modified rule 10; and 
(2) on traffic between mountain-Pacific territory on the one hand, and Official and 
Southern territories on the other, for less liberal mixing privileges on the same com- 
modities than the modified rule on westbound traffic and the streamlined rule on 
eastbound traffic. (“Modified” and “streamlined” rules described in orgpet, No. 
30994, Western Traffic Conference, Inc. v. Atchison, Topeka & Santa Fe R. Co., 
gy tee » Jan. 27, 1954, Div. 3. 

Held, assailed ites on grain and grain products from certain origins in the 
South Platte region to points in the Southeast are unduly prejudicial to Kansas 
City, Mo.-Kans., and St. Joseph, Mo., and dealers, millers, and processors located 
at those points, and unduly preferential of other points and dealers, etc. No. 31136, 
St. . aes ~— Exchange v. Alabama, Tennessee & Northern R. Co., ed 

Feb. 1954, Commission. 

“peas from a prescribed differential relationship, caused by the carriers’ 
reduction in a rate, does not alone create a yy a that the complainant has 
been damaged. No. 31254, Skelly Oil Co. v. Alton & Southern R., & oi > 
Feb. 12, 1954, Div. 3. 
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69. Collection 


On reconsideration, held, the doctrine of unjust enrichment ignores the prin- 
ciple, lately affirmed by the Commission in Consolidated Rendering Co. v. Atchison, 
T. & S. F. Ry. Co., 287 1. C. C. 673, that an award of reparation under Section 1 
of the Act must be based on convincing evidence of the unreasonableness of the 
total charges paid or borne by a complainant. No. 30487, F. W. Bolgiano & Co., 
Inc. v. Baltimore & Obio R. Co., Bs Rie. Ge , Feb. 11, 1954, Div. 2. 


80. Unification 
82. Control or Affiliation 


Where about two-thirds of the total outstanding securities and equipment obli- 
gations of the carriers would be supported only by intangibles such a result has 
consistently been found not to be in the public interest in proceedings both under 
Section 5 and Section 214. 

Normally Commission would hesitate to find that the power to control a carrier 
rests elsewhere than in the holders of its stock, but where a single creditor would 
hold or guarantee so great a —— of the carriers’ obligations, and the stock- 
holders would have so small a financial stake in the success or failure of the enter- 
prise as is here indicated, Commission is constrained to find that power to control 
would rest with creditor, in conjunction with stockholders. MC-F-5606, M. H. 
Clarke and John Ruan—Control; C. & R. Trans. Inc—Control—Keeshin Freight 
Lines, wong William F. Drohan and Daniel D. Carmell, Trustees), M. CG 

n. 29, 1954, Div. 4. 

Foo permitted to lease off-route point authority from partnership consistin 
of — stockholders and officers of lessee, since to withhold approval woul 
deprive the public of a service previously found to be required. MC-F-5471, ee 
H. Blewett—Control; T. S. C. aad Freight Lines, Inc—Lease (Portion)—T. S. C. 
Motor Freight Lines, i < » am. Zi, 1954, Div. 4. 

Denied. Where applicants commenced interlining traffic only a few months 
_ to their purchase agreement the volume of their interline traffic is entitled to 
ittle weight. The fact that there had been no substantial interchange between 


vendee and vendor prior to May 1, 1952, makes it apparent that the service oe prose’ 


by vendee under the unified rights would be a new competitive service. -F-533] 
Frank Babbitt—Control; Chippewa Motor Freight, Inc—Purchase (Portion)— 
wa bie Koepp (Anna C. Koepp, Administratrix), MR, cng SO 
1V 

Denied, citing Ringsby Truck Lines, Inc-——Purchase—Charles P. Hart, 56 
M. C. C. 810. Principle of Ringsby case cannot be circumvented by formation of 
corporation to conduct operations under second proviso of Section 206 (a). MC-F- 
5268, Fay V. Watson—Control; Watson Bros. Transportation Co., Inc.—Purchase— 
Charles P. Hart, a cat ee , Feb. 5, 1954, Div. 4. 


APPROVED 


MC-F-5516, Fielding Childress—Control; Columbia Terminals Company—Con- 
trol; Plaza Express Company, Incorporated—Purchase—Southern Express, Inc., and 
Control—Central Express, Inc., not to be printed, Jan. 28, 1954, Div. 4. 

MC-F-5404, J. L. Keeshin—Control; C. A. Conklin Truck Line, Inc., 

Se a Feb. 1, 1954, Commission. 

MC-F-5449, C. G. Wilson—Control; Wilson Trucking r os —Purchase—Carolina 
Coast Express, Inc., not to be printed, Feb. 18, 1954, Div. 4. 


83. Acquisition or Merger 


Acquisition and operation of line of railroad, trackage rights and issuance of 
stock approved. F. D. 18281, , emeees & Slocomb R. Co. Acquisition, etc., not to 
be printed, Jan. 28, 1954, Div. 4 
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APPROVED 


MC-F-5552, fue ; oy 6 oe (Portion)—J. Kenny Transfer, Inc., 
not to be printed, Feb. 3, 1954, Div. 4. 


MC-F-5583, Powell Truck Line (Partnership)—Purchase—C. K. and Jack F. 
Powell, not to be printed, Feb. 9, 1954, Div. 4. 


85. Dormant Franchises 


Denied, dormancy and no need shown for new service. MC-F-5276, R. E. Cooper 
—Control; Cooper-Jarret, Inc—Purchase—Everett S. Lindsey, not to be printed, 
Jan. 27, 1954, Div. 4. 





Freight Forwarder Regulations 


By Gites Morrow, Editor 


President and General Counsel, Freight Forwarders Institute 


Examiner Recommends No Change In Motor Carrier and Freight 
Forwarder Insurance Requirements 


A report prepared by Examiner James C. Cheseldine on further 
hearing in Dockets Ex Parte No. MC-5 and No. 159, recommends that 
no change be made in the minimum requirements for bodily injury, 
property damage, and cargo insurance prescribed for motor carriers and 
freight forwarders by previous orders in the two proceedings. 

The minimum requirements prescribed for freight forwarders and 
motor carriers are the same. Cargo requirements are $1,000 and $2,000. 
Public liability and property damage minimums were raised, effective 
October 31, 1951 (52 MCC 613), to $10,000 and $20,000 for bodily in- 
juries or death and $5,000 for property damage (See 18 I. C. C. P. 
Journal 695). 

In addition to data developed at the hearing, the Examiner’s report 
indicates that prepared questionnaires were sent to selected motor car- 
riers and freight forwarders. In this way the experience of 13 freight 
forwarders was developed. As to bodily injuries, it was found that all 
of the forwarders are insured for higher amounts than the required 
minima. The property damage minimum of $5,000 was found to be 
exceeded by 66.67 percent of the selected forwarders. 

As to cargo insurance, the examiner said that the large majority 
of motor carriers and freight forwarders already carry insurance in 
amounts commensurate with their individual requirements and a rela- 
tively small increase in the present limits would serve no apparent useful 
purpose. He also said that no shipper or consignee had established or 
claimed in the proceeding that it was unable to recover the full amount 
of a judgment secured against the carriers involved due to a lack of 
adequate insurance. 





New Forwarder Service On Mississippi River Authorized 


The Commission, Division 4, by order dated February 10, 1954, has 
granted a permit to River Forwarders, Inc. (FF-220), authorizing the 
institution of freight forwarder service between all states bordering on 
the Mississippi River and in addition Indiana and Texas, through use 
of the facilities of common carriers by water in whole or in part. 

In its report Division 4 dealt with a number of objections raised 
by protesting freight forwarders, motor and rail carriers. Applicant 
is a wholly-owned subsidiary of Waterway Terminals Corporation, which, 
in turn, is owned by three other terminal warehouse companies. The 
Division pointed out that the owning terminal company does not hold 
authority from the Commission to perform service subject to the Act, 
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and that such ownership would not violate Section 411(c). Certain 
affiliations between applicant and motor common carriers, the Division 
said, do raise questions concerning possible violation of Section 411(c), 
but those questions, in the view of the Division, are collateral and need 
not be decided in passing upon an application for operating authority. 

The report states that it is apparent that applicant’s proposed 
service, if successful, will divert traffic from existing forwarder services 
as well as rail and motor service. However, the Division said, the serv- 
ice proposed is different from that offered by existing forwarders. As 
to the effect on other carriers, the Division cited its decision in Barge 
Service Corp. Application, 285 I. C. C. 309, in which it said, among 
other things: ‘‘Therefore, the existence of adequate rail or other trans- 
portation facilities should not be considered as meeting their [shippers’] 
needs for forwarder service.’’ 





Freight Forwarder and Motor Carrier Bill of Lading Covering Same 
Shipment—Forwarder Lading Governs 


The Massachusetts Supreme Judicial Court, on December 30, 1953, 
in Independent Lock Company v. Acme Fast Freight, Inc., held that 
where an originating motor carrier issues to a shipper an order notify 
bill of lading, then turns the shipment over to a freight forwarder with- 
out notice of such bill of lading, and the forwarder, in turn, issues a 
straight bill of lading, the forwarder bill of lading is binding on the 
shipper and recovery may not be had from the forwarder on the grounds 
of misdelivery. 

The shipments were picked up by the motor carrier at Fitchburg, 
Mass., and turned over to defendant forwarder at Boston. There was 
no evidence that the forwarder knew the motor carrier had issued an 
order notify bill of lading. In accordance with customary practice, 
the forwarder issued a straight bill of lading, and delivered the ship- 
ments to the consignee in Chicago. The sight drafts attached to the 
order bills of lading issued by the motor carrier were never collected 
and the consignee became bankrupt. Suit was instituted by the con- 
signor against the forwarder on the theory that the motor carrier acted 
as agent of the forwarder in issuing the order bills of lading. 

Pointing out that section 413 of the Act makes forwarders subject 
to section 20(11), and provides that the forwarder shall be both the 
receiving and delivering transportation company, the Court said: ‘‘This 
means that the obligations of the forwarder, the ‘receiving and deliver- 
ing transportation company,’ are to be governed by its own bill of lading 
rather than one issued by an earlier carrier such as Athol.’’ 

The Court also pointed out that under section 413 a motor carrier 
may ‘‘with the consent of the freight forwarder execute the bill of lading 
or shipping receipt for the freight forwarder,’’ but, it said that there 
was no evidence that the defendant ever utilized the service of Athol 
within the meaning of this provision, or that the bills of lading were 
issued to plaintiff ‘‘with the consent,’’ either express or implied, of the 
defendant forwarder. 





List of New Members * 


Arthur B. Anderson, (B), 
N. E., Seattle 5, Washington. 


Nicholas Angelides, Jr., (B) - Corlear 
Avenue, New Yor 63, N. Y 


Alfred D. Aubrey, (B), 1116 Island 
Avenue, McKees Rocks, Pennsylvania. 


William C. Battle, (A), Court Square 
Building, Charlottesville, Virginia. 


Cadwallader J. Collins, (A), 320 Termi- 
nal Building, Norfolk 10, Virginia. 


William M. Crawford, (B), 2517 Miller 
Street, Seattle 2, Washington. 


Sidney Goldstein, (A), The Port of New 
York authority 111 Eighth Avenue, 
New York II, N. Y. 


John L. Hall, (B), 43 Broadway, Park 
Ridge, New Jersey. 


Isaac W. Jacobs, (A), 522-26 Citizens 
Bank Building, Norfolk 10, Virginia. 


6830-38th, 


William F. Leahy, (B), A. T. M., Con- 
tinental Can Company, Inc., 135 S. La 
Salle St., Chicago 3, Illinois. 


Irving A. Levine, (A), 
Building, Washington 4, 


J. Howard McGrath, (A), McGrath & 
Brown, 605 Southern Building, Wash- 
ington 5, D. C. 


Julius W. McKay, (A), 901 Carolina Life 
Building, Columbia, South Carolina. 


W. H. Millard, Sr., (A), 511 Zane Street, 
Louisville 3, Kentucky. 


Loland K. Mocabee, (B), Traffic Agt., 
Missouri-Illinois Traffic Service, Inc., 
a North Ninth Street, East St. Louis, 

inois. 


1122 Warner 
a4 


Francis A. Mulhern, (A), Law Dept 
The Port of New York Authority, Ti 
Eighth Avenue, New York II, 


REINSTATED TO MEMBERSHIP 


E.G. 
Dakota. 


Thomas J. Champion, (B), 7867 Mari- 
osa Avenue, Citrus Heights, Cali- 
ornia. 


Donald R. Crawford, (B), Associated 
Traffic Services, 4419 W. Pico Blvd., 
Los Angeles 19, California. 


Brown, (A), Buffalo, South 


. L. Deeshin, (B), 723 First National 
Bank yn Chicago 3, Illinois. 


Calhoun Jacobson, (B), Associated 
Traffic aan 4419 W. Pico Blvd., 
Los Angeles 19, California. 


* Elected to membership February, 1954. 





Meetings of Regional Chapters 


District No. 1 Chapter 


Robert J. Fletcher, President, Boston & Maine Railroad, 150 Cause- 
way Street, Boston, Massachusetts. 


Atlanta 


J. P. Blanton, Chairman, Traffic Manager, The American Short 
Line Railroad Association, 101 Marietta Street, Atlanta 3, Georgia. 


Baltimore Chapter 


Laurence A. Kraff, Chairman, Hinde & Dauch Paper Company, 
3400 East Biddle Street, Baltimore 13, Maryland. 

Meets third Thursday of each month, September through May, at 
8:00 P. M., Association of Commerce Building, 22 Light St. Out of 
town members are cordially invited. 


Chicago Chapter 


Eugene Landis, Chairman, G. T. M., International Minerals & Chemi- 
eal Corporation, 20 North Wacker Drive, Chicago, Illinois. 

Meets: 12:15 P. M. Second Friday of each month at the Traffic Club 
Rooms of the Palmer House, Chicago. Out of town members are cor- 
dially invited to attend the luncheon and meeting. 


Denver Chapter 


Floyd F. Beyers, Chairman, A. T. M., Public Service Company, 
15th & Champa Streets, Denver 1, Colorado. 

Meets: Third Tuesday of each month at 12:15 P. M., Albany Hotel. 
Out-of-town members are cordially invited to attend the luncheon and 
meeting. 


District of Columbia Chapter 


John Donelan, Chairman, Pope, Ballard & Loos, Munsey Building, 
Washington 4, D. C. 

Meets bi-monthly, second Tuesday. 

Out-of-town members are invited to attend the luncheons of the 
D. C. Chapter when in Washington. However, notice of such intention 
must be transmitted to the Executive Secretary by 10:30 of the day of 
the luncheon so that reservation can be made. 


N. B.: Members within each of the several districts may at their own expense 
with the approval of the vice-president of the district, organize and maintain district 
and local chapters which may send delegates to annual or other meetings of the 
Association. Sich chapters must conform to the constitution and by-laws of the 
Association, provided, however, that membership in the Association of Interstate 
Commerce Commission Practitioners shall be deemed a condition precedent to 
membership in any chapter. (Constitution—section 5, Article IV). 

(Sample charter, i.e., that of the District of Columbia Chapter, will be found on 
— _ of December, 1939, Journal). (Dues have been raised to $2.00 per 
member). 
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Florida 


T. C. Maurer, Chairman, 227 West Forsyth Street, Jacksonville, 
Florida. 


Michigan Chapter 


James McEvoy, Jr., Chairman, 2017 Penobscot Building, Detroit 
26, Michigan. 

Dinner meetings held bi-monthly, at Hotel Detroit Deland, Detroit, 
Michigan. 


Kansas City, Missouri, Chapter 


J. G. Waggoner, Chairman, 5715 Forest Street, Kansas City, 
Missouri. 

Meets: 6:00 P. M., on the first Wednesday of each month except July 
and August in the Transportation Department of the Kansas City Cham- 
ber of Commerce, 11th & Baltimore Streets, Kansas City, Missouri. 

Out-of-town members are cordially invited to attend these meetings. 


St. Louis, Missouri, Chapter 


Stewart O. Morrison, Chairman, Monsanto Chemical Company, 1700 
South Second Street, St. Louis, Missouri. 

Meets: Third Friday of each month at 12:15 P. M. except July and 
August at the Mark Twain Hotel. Out of town members are cordially 


invited to attend the luncheon meeting. 


Metropolitan New York Chapter 


Harry C. Wall, Chairman, 1775 Broadway, New York 19, N. Y. 
Meets: Monthly at Traffic Club of New York, Hotel Biltmore, third 
Tuesday of each month 7:30 P. M., except June, July and August. 


Ninth District Chapter 


Wesley C. Newman, President, Traffic Manager, Archer-Daniels- 
Midland Company, 600 Roanoke Building, Minneapolis 2, Minnesota. 

Meets: 6:00 P. M. second Tuesday of each month, Y. M. C. A,, 
Minneapolis, Minn. 


Northeastern Ohio 
G. H. Dilla, President, 3030 Euclid Avenue, Cleveland, Ohio. 


Philadelphia Chapter 


W. Lennig Travis, Chairman, Ass’t Mgr., Traffic Division, Atlantic 
Refining Company, 260 South Broad Street, Philadelphia 1, Pa. 

Meets: Third Thursday of each month (except June, July and 
August) at 7:30 P. M., in the Philadelphia Traffic Club, Hotel Ben 
Franklin, Philadelphia, Pennsylvania. 
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Pittsburgh Chapter 


Paul J. Schweibinz, Chairman, Gen’1 Coal Frt. Agt., Pittsburgh & 
Lake Erie Railroad, 228 P. & L. E. Terminal Building, Pittsburgh 19, 
Pennsylvania. 

Meets: at call of Chairman. 


North Texas 


C. S. Edmonds, Chairman, Fort Worth Club Building, Ft. Worth, 
Texas. 


Meets: At time and place fixed by Chapter’s Executive Committee. 


Puget Sound 


Olav Ekrom, Chairman, 557 Roy Street, Seattle, Washington. 

Meets: Third Tuesday of each month—Dinner Meeting 6:00 P. M., 
Stewart Hotel. Out-of-town members are cordially invited to attend 
the dinner and meeting. 


San Francisco Chapter 


L. E. Binsacea, Chairman, T. M., M. J. B. Company, 665-3rd Street, 
San Francisco, California. 

A cordial invitation is extended to members of other Chapters and 
of the National Association to attend meetings. 


Southern California Chapter 


Preston W. Davis, Chairman, 1140 South Flower St., Los Angeles, 
California. 

Meets: First Wednesday of each month at 12:00 P. M., 9th Floor, 
Occidental Building, 1151 South Broadway, Los Angeles, California. 
Out-of-town members are cordially invited to attend. 


Richmond, Virginia Chapter 


L. E. Galaspie, President, G. T. M., Reynolds Metals Company, 
Richmond 19, Virginia. 
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MISCELLANEOUS DOCUMENTS AVAILABLE AT ASSOCIATION’S 
HEADQUARTERS 


Outline of Study Course in Practice and Procedure before the 
. C. C.—Revised 1948 Edition—by Warren H. Wagner, Esq. 


Selected Reading List of Books Helpful in the Study of the Princi- 
pal Laws Within the Jurisdiction of the I. C. C_—Revised 1947 
Edition, prepared by Committee on Education for Practice .... 


Manual of Practice and Procedure before the I. C. C. prepared by 
C. R. Hillyer, F. C. Hillyer and Walter McFarland 


A Description of the Functions of the Divisions, Bureaus and Staff 
of the I. C. C. by O. L. Mohundro, Examiner, I. C. C.—re- 
printed from ICC PractiTioners’ JOURNAL 


Code of Ethics 


Percent Variable and Improvement in the Art, by John E. Hans- 
bury, Head Valuation Engineer, Bureau of Valuation, Inter- 
state Commerce Commission—reprinted from ICC Practi- 
TIONERS’ JOURNAL 














Cost and Value of Service in Rate Making for Common Carriers— 
A Series of articles by Hon. J. Haden Alldredge, H. J. Day, 
Samuel T. Towne, D. M. Steiner, John R. Turney, E. 8. Root, 


Ford K. Edwards, Gilbert J. Parr—with foreword by E. M. 
Reidy, and Digest of Ruling Cases by J. Hamilton Smith 


Supreme Court Decisions Important to the I. C. C. and Abstracts of 
39 Important Decisions Since 1939. This booklet contains 256 
Supreme Court Decisions, among which are 172 decisions im- 
portant to the I. C. C. 


Relief from 4th Section of the Interstate Commerce Act by J. M. 
Fiedler, Examiner. This study sets forth the principles de- 
veloped, the grounds recognized, and the limitations imposed 
by the Commission in the granting of relief from the long-and- 
short haul and aggregate-of-intermediate provision of Section 
4, and contains many citations relating to each situation 





Chart showing Divisions of the Interstate Commerce Commission, 
3-10-53 
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